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PREFACE 


The following print, prepared by the Federal supervisory agencies 
concerned, the Office of the Legislative Counsel, and the committee 
staff, shows the changes which S. 1451 would make in the existing 
Federal laws relating to banks, savings and loan associations, and 
credit unions. For convenient reference to the corresponding provi- 
sions of S. 1451, this comparative print follows the same order as 
S. 1451, rather than the order in which these provisions appear in 
existing statutes. To avoid unnecessary confusion, differences in 
section headings between S. 1451 and existing law are not shown. 

Changes in existing law made by the Senate bill are shown as fol- 
lows: Existing law proposed to be omitted is enclosed in black brack- 
ets; new matter is printed in italics; existing law in which no change 
is proposed is shown in roman. 

At the beginning of each provision of the bill, a citation is given 
to the corresponding provision of the United States Code and the 
statute involved. In citations to statutes, the following abbrevia- 
tions are used: “R. 3S.’ for the Revised Statutes of the United States; 
“RR. Act” for the Federal Reserve Act; “F. D. I. Act” for the Fed- 
eral Deposit Insurance Act; “F. H. L. B. Act” for the Federal Home 
Loan Bank Act; “H. O. L. Act” for the Home Owners’ Loan Act; 
“N. H. Act” for the National Housing Act; and “F. C. U. Act” for 
the Federal Credit Union Act. Where the statute involved has no 
convenient short title, the citation given is to the Statutes at Large; 
this citation is to the original act, except that where the provision 
concerned was completely rewritten by a later statute, the reference 
is to the later statute. 

In some cases the name of an administering agency has been changed 


= 


without specifically amending the provisions of existing law which 
refer to the agency. Thus, the Banking Act of 1935 changed the 
name of the ‘‘Federal Reserve Board”’ to the “Board of Governors of 
the Federal Reserve System.’”’ Also, various changes have been made 
by statute, executive order, and reorganization plan in the adminis- 
tration of the Federal Credit Union Act. In showing the provisions 
of existing law in such cases, this print shows the current name of 
the administering agency. 
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TITLE I—NATIONAL BANK ACT 


The citations at the beginning of each provision of the bill indicate 
the corresponding provision of existing law. The first citation is to 
the United States Code and the second citation is to the statute 
involved. For example, the citation following section 3 below, ‘12 
U.S. C., sec. 1; R.S., sec. 324”’ means that the provision corresponding 
to the new section 3 may be found in the United States Code, title 12, 
section 1, and it is section 324 of the Revised Statutes. 


CuapTeR 1—Suort Tirte AND DEFINITIONS 


§ 1. Short title 

This Act may be cited as the ‘National Bank Act.” 
§ 2. Defin itions 

As used in this Act- 

(a) the term “national bank,” or ‘‘national banking association”’ 
means any association formed under the provisions of this Act for 
carrying on the business of banking. 

(b) the term “State bank” means any bank, banking association, 
trust company, savings bank, or other banking institution engaged 
in the business of receiving deposits, or doing a fiduciary business, 
which is incorporated under the laws of any State. 

(c) the word ‘State’? means the several States, the District of 
Columbia, the several Territories, and the several possessions of the 
United States, and the Commonwealth of Puerto Rico. 

(d) the term “District bank’’ means any bank organized or oper- 
ating under the Code of Laws for the won of Columbia. 

(e) the word “Comptroller” means the Comptroller of the Our- 
rency. 


CHAPTER 2—COMPTROLLER OF THE CURRENCY 


§ 3. Office of Comptroller of the Currency [12 U. S. C., see. 1; R.S., 
sec. 324] 

There shall be in the [Department of the] Treasury Department 
La bureau] an office charged with the [execution of all laws passed by 
Congress relating to the issue and regulation of a national currency 
secured by United States bonds and, “under responsibility for super- 
vising national banking associations. Under the general supervision 
of the Board of Governors of the Federal Reserve System, the office 
shall also be charged with the execution of all Federal laws relating to the 
issue and regulation of [all] Federal reserve [notes, the] notes. The 
chief officer of [which bureau] such office shall be called the Comp- 
troller of the Currency and shall perform his duties under the general 
direction of the Secretary of the Treasury. 


1 








2 FINANCIAL INSTITUTIONS ACT OF 1957 


§ ‘ Appointment of Comptroller 

) [12 U.S. C., sec. 2; R.S., see. 325] The Comptroller [of the 
eae shail be appointed by the President, by and with the 
advice and consent of the Senate, and shall hold his office for a term 
of five years, unless sooner removed by the [President,] President 
upon reasons to be communicated by him to the Senate [[; and he 
shall receive a salary at the rate of $15,000 a year]. 

(6) [12 U.S.C, sec. 3; R.S., 326] [The Comptroller of the Currency 
shall, within] Within fifteen days [from] after the time of notice of 
his appointment, the Comptroller shall, take [and subscribe] the oath 
of office and [he shall] give to the United States a surety bond in the 
penalty of $100,000, [with not less than two responsible sureties, ] 
to be approved by the Secretary of the Treasury, conditioned for the 
faithful discharge of the duties of his office. 

§ b. Deputy Comptrolle T'S 

[12 U.S. C., sec. 4; R. S., 327—There shall be in the Bureau of the 
Comptroller of the Currency a Deputy Comptroller of the Currency, 
to be appointed by the Secretary, who shall possess the power and 
perform the duties attached by law to the office of Comptroller during 
a vacancy in the office or during the absence or inability of the Comp- 
troller. The De ‘puty Comptroller shall also take the oath of office 
prescribed by the Constitution and laws of the United States, and shall 
give a like bond in the penalty of fifty thousand dollars. 

[12 U.S. C., see. 5; 35 Stat. 867—An Assistant Deputy Comptroller 
shall be appointed by the Secretary of the Treasury, and shall possess 
the power and perform the duties attached by law to the office of the 
Comptroller during a vacancy in the office of Comptroller and Deputy 
Comptroller or during the absence or inability of the Comptroller and 
the Deputy Comptroller, and said Assistant Deputy Comptroller shall 
give a like bond in the penalty of fifty thousand dollars. 

[12 U.S. C., sec. 6; 42 Stat. 1467—In addition to the two Deputy 
Comptrollers of the Currency now provided for by law, there shall be 
in the Bureau of the Comptroller of the Currency a third Deputy 
Comptroller of the Currency who shall be appointed in the same 
manner and shall take a like oath of office and give a like bond as the 
Deputy Comptrollers now provided for by law. Under the direction 
of the Comptroller of the Currency, such additional Deputy Comp- 
troller shall have charge of the administration of the provisions of 
this title relating to the organization and operation of National Agri- 
cultural Credit Corporations and shall perform such other duties as 
shall be assigned to him by the Comptroller of the Currency.] 

The Secretary of the Treasury shall appoint no more than five Deputy 
Comptrollers of the Currency, one of whom shall be designated First 
Deputy Comptroller of the Currency, and shall fix their salaries. Each 
Deputy Comptroller shall take the oath of office and give the United States 
a surety bond in the penalty of $50 000, to be approved by the Secretary 
of the Treasury, conditioned for the faithful discharge of the duties of his 
office, and shall perform such duties as the C ‘omptroller shall direct. 
During a vacancy in the office or during the absence or disability of the 
Comptroller, each Deputy Comptroller shall possess the power and 
perform the duties attached by law to the office of the Comptroller under 
such order of succession following the First Deputy Comptroller as the 
Comptroller shall direct. 
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§ 6. Chief National Bank Examiner [12 U.S. C., sec. 7; 42 Stat. 1096] 


The Comptroller [of the Currency] may iianand a national bank 
examiner to [act] serve as [chief of the examining division in his 
office] Chief National Bank Examiner. 

§ 7. Employees and salaries 

(a) [12 U.S. C., sec. 8; R. S., sec. 328] The Comptroller [of the 
Currency] shall employ, from time to time, [the necessary clerks, to 
be appointed and classified by the Secretary of the Treasury, to dis- 
charge such duties as the Comptroller shall direct] examiners, assistant 
examiners, clerks and other employees, shall fix their salaries, and shall 
assign their duties as he deems advisable. 

[i2 U.S. C., see. 9a; 42 Stat. 1467—The salaries of the Deputy 
Comptroller of the Currency and of such additional examiners, assist- 
ant examiners, clerks, and other employees shall be fixed in advance 
by the Comptroller of the Currency.] 

(b) [12 U.S. C., see. 10; 42 Stat. 1467.] The salaries’of the [two] 
Deputy ¢ ‘omptrollers [now provided for by law and of] of the Cur- 
rency, all national bank [examiners and assistant examiners assigned 
to duty in the office of the bureau in Washington in connection with 
the supervision of national banks] eraminers, assistant examiners, 
clerks, and other employees appointed under the provisions of this chapter 
shall be considered part of the expenses of the examinations provided 
for [by section 5240 of the Revised Statutes, as amended;] in this 
Act. [and the salaries of such additional Deputy Comptrollers and of 
all examiners, assistant examiners, clerks, and other employees 
appointed under the terms of this title and assigned to duty in con- 
nection with the administration of this title shall be considered part 
of the expenses of the administration of this title: Provided, however, 
That the salary of the additional Deputy Comptroller provided for 
by this subdivision shall be considered partly an expense of the ad- 
ministration of this title in proportions to be determined from time to 
time by the Comptroller of the Currency with a view to a fair appor- 
tionment of such expense, until such time as it shall be necessary for 
such additional Deputy Comptroller to give his full time to the 
administration of this title.] 


§ 8. Conflicts of pa st nae d 


(a) [12 U.S. C., see. 11; R.S., see. 329] It shall not be lawful for 
the C' ‘omptrolle i commis r, or [the] any Deputy Comptroller [of 
the Currency, either directly or indirectly, to be interested in any 
association issuing national currency under the laws of the United 
States. ] to own stock in any national bank or District bank, or to hold 
any office or employment in any such bank, while he holds his office. 
Any person convicted of any violation of any provision of this subsection 
shall be fined not more than 000 or imprisoned not more than five 
years, or both, and shall forever be disqualified to hold any office of honor, 
trust or profit under the United States. 

(b) It shall not be lawful for any employee of the Office of the Comp- 
troller to accept employment in any national bank or any District bank, 
within two years after terminating his employment with the Comptroller, 
except upon approval of the Comptroller pursuant to regulations pre- 
scribed by him. Any person convicted of any violation of any provision 
of this subsection shall be fined not more than $10,000 or imprisoned not 
more than five years, or both. 
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§ 9. Seal [12 U.S. C., sec. 12; R.S., sec. 330] 

The seal devised by the Comptroller {of the Currency ] for his office, 
and approved by the Secretary of the Treasury, shall continue to be 
the seal of [office] Office of the Comptroller, “and may be renewed 
when necessary. A description of the seal, with [an] the impression 


thereof, and a certificate of : approval by the See retary of the Treasury, 
shall be filed in the Office of the Secretary of ae 


§ 10. Office facilities [12 U.S. C., sec. 13; R. S., sec. 331] 


There shall be assigned, from time to time, to the Comptroller 
[of the Currency], by the Secretary of the Treasury, suitable rooms 
in the Treasury building for conducting the business of [the Currency 
Bureau ] his office, containing safe and secure fireproof vaults, in which 
the Comptroller shall deposit and safely keep all the plates not 
necessarily in the possession of engravers or printers, and other valu- 
able things belonging to his [Departme nt; and the] office. The 
Comptroller shall from time to time furnish the necessary furniture, 
stationery, fuel, lights, and other proper conveniences for the trans- 
action of the business of his : 


§ 11. Annual report [12 U.S. C., sec. 14; R. S., sec. 333] 


The Comptroller [of the C vdncatl shall make an annual report to 
the Congress. 


CHAPTER 3—ORGANIZATION OF NATIONAL BANKS 


2. Articles of association [12 U. .. sec. 21; R.S., sec. 5133] 
ee for carrying on a oe of banking under this 
title] Act may be formed by any number of ” atural persons, not less 
in any case than [five.] jive, wi ith the ap proval of the Comptroller after 
consideration by | ham of i the factors enumerated in section 15 of the Federal 
Deposit Insurance Act. They shall enter into articles of association, 
which shall specify in general terms the objects for which the asso- 
ciation is formed, and may contain any other provisions, not incon- 
sistent with law, which the association may see fit to adopt for the 
regulation of its business and the conduct of its affairs. These articles 
shall be signed by the persons uniting to form the association, and a 
copy of them shall be forwarded to the Comptroller [of the Currency], 
to be filed and preserved in his office. 
§ TS. Organization certificate 
(a) [12 U.S. C., see. 22; R.S., see. 5134] The persons uniting to 
form such an association shall, under their hands, make an organization 
certificate, which shall specifically [state:] state 
[First. The] (/) the name assumed by such association; 
which name shall be subject to the approval of the Comptroller 
[of the Currency.]; 
[Second. The] (2) the place wher » its operations of discount 
and deposit are to be carried on, designating the State, Territ« 
or district, and the particular county and city, town, or [hy ‘eget 
village; 
CT! iird. The] (3) the amount of capital stock and the number 
of shares into which the same is to be [divided.] divided; 
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[Fourth. The] (4) the names and places of residence of the 
shareholders and the number of shares held by each of [them.] 
them; and 

Fifth. The] (4) the fact that the certificate is made to enable 
such persons to avail themselves of the advantages of this 
[title] Act. 

(6) [12 U.S. C., see 23; R. S., see. 5135] The organization certifi- 
cate shall be acknowledged before a judge of some court of record or 
notary public; and shall be, together with the acknowledgment thereof, 
authenticated by the seal of such [court, ] court or notary, transmitted 


to the Comptroller [of the Currency], who shall record and carefully 
preserve the same in his office. 


§ 14. Commencement of business 

(a) [12 U.S. C., sec. 26; R. S., sec. 5168] Whenever a certificate 
is transmitted to the Comptroller [of the Currency], as provided in 
this [Title] Act, and the association transmitting the same notifies 
the Comptroller that [at least fifty] one hundred per centum of its 
capital stock has been duly paid in, and that such association has 
complied with all the provisions of this [Title] Act required to be 
complied with before an association shall be authorized to commence 
the business of banking, the Comptroller shall examine into the 
condition of such association, ascertain espec ially the amount of money 
paid in on account of its capital, the name and place of residence 
of each of its directors, and the amount of the capital stock of which 
each is the owner in good faith, and generally whether such association 
has complied with all the provisions of this [Title] Act required to 
entitle it to engage in the business of banking; and shall cause to be 
made and attested by the oaths of a majority of the directors, and 
by the president or cashier of the association, a statement of all the 
facts necessary to caida the Comptroller to determine whether 
the association is lawfully entitled to commence the business of 
banking. 

(b) [12 U.S. C., see. 27; R.S., see. 5169] If, upon a careful examina- 
tion of the facts so reported, and of any other facts which may come 
to the knowledge of the Comptroller, whether by means of a special 
commission appointed by him for the purpose of inquiring into the 
condition of such association, or otherwise, it appears that such asso- 
ciation is lawfully entitled to commence the business of banking, the 
Comptroller shall give to such association a certificate, under his hand 
and official seal, that such association has complied with all the pro- 
visions required to be complied with before commencing the business 
of banking, and that such association is authorized to commence such 
business. But the Comptroller may withhold from an association his 
certificate authorizing the commencement of business, whenever he 
has reason to suppose that the shareholders have formed the same for 
any other than the legitimate objects contemplated by this [Title] 
Act. 

(c) [12 U.S. C., see. 28; R.S., see. 5170] The association shall cause 
the certificate issue ‘d under the preceding section] to be published in 
some newspaper printed in the city or county where the association is 
located, for at least sixty days next after the issuing thereof; or, if 
no newspaper is published in such city or county, then in the news- 
paper published nearest thereto. 
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CuapTER 4—CapiTaL, Stock, AND SHAREHOLDERS 


§ 15. Capital [12 U.S. C., sec. 51; R.S., sec. 5138] 

) [After this section as amended takes effect, no] No national 
banking association shall be organized with a less capital than 
$100,000, except that such associations with a capital of not less than 
$50,000 may be organized in any place the population of which does 
not exceed six thousand inhabitants. No such association shall be 
organized in a city the population of which exceeds fifty thousand 
persons with a capital of less than $200,000, except that in the out- 
lying districts of such a city where the State laws permit the organiza- 
tion of State banks with a capital of $100,000 or less, national banking 
associations now organized or hereafter organized may, with the ap- 
proval of the Comptroller [of the C urrency}, have a capital of not 
less than $100,000. 

(6) No such association shall be authorized to commence the busi- 
ness of banking until 100 per centum of the capital stock shall have been 
paid in.} 

(ec) No such association shall [hereafter] be authorized to com- 
mence the business of banking until it shall have a paid-in surplus 
equal to 20 per centum of its capital: Provded, That the Comptroller 
[of the Currency] may waive this requirement as to a State bank 
converting into a national banking association, but each [such] State 
bank which is converted into a national banking association shall, 
before the declaration of a dividend on its shares of common stock, 
carry not less than one-half part of its net prof ts of the preceding half 
year to its surplus fund until it shall have a surplus equal to 20 per 
centum of its capital: Provided, That for the purposes of this section 
any amounts paid into a fund for the retirement of any preferred stock 
of any such converted State bank out of its net earnings for such half- 
year period shall be deemed to be an addition to its surplus fund if, 
upon the retirement of such preferred stock, the amount so paid into 
such retirement fund for such period may then properly be carried to 
surplus. In any such case the converted State bank shall be obligated 
to transfer to surplus the amount so paid into such retirement fund for 
such period on account of the preferred stock as such stock is retired. 
§ 16. Capital stock [12 U.S. C., sec. 52; R.S., sec. 5139] 

(a) The capital stock of each national banking association shall be 
divided into shares of $100 each, or into shares of such less amount as 
may be provided in the articles of association, and be deemed personal 
property, and transferable on the books of the association in such 
manner as may be prescribed in the bylaws or articles of association. 
Every person becoming a shareholder by such transfer shall, in propor- 
tion to his shares, succeed to all rights and liabilities of the prior holder 
of such shares; and no change shall be made in the articles of associa- 
tion by which the rights, remedies, or security of the existing creditors 
of the association shall be impaired. 

(b) Certificates hereafter issued representing shares of stock of 
the association shall state (1) the name and location of the association, 
(2) the name of the holder of record of the stock represented thereby, 
(3) the number and class of shares which the certificates represent, 
and (4) if the association shall issue stock of more than one class, the 
respective rights, preferences, privileges, voting rights, powers, restric- 
tions, limitations, and qualifications of each class of stock issued shall 

1 Compare R. 8., section 5140, repealed by section 801 of the bill and shown on p. 243 of this print. 
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be stated in full or in summary upon the front or back of the certifi- 
cates or shall be incorporated by a reference to the articles of associa- 
tion set forth on the front of the certificates. Every certificate shall 
be signed by the president and the cashier of the association, or by such 
other [officers] officer as the bylaws of the association shall provide, 
and shall be sealed with the seal of the association. 

(c) After [the date of the enactment of the Banking Act of 1935] 
August 23, 1935, no certificate evidencing the stock of any such 
association shall bear any statement purporting to represent the stock 
of any other corporation, except a member bank or a corporation 
engaged [on June 16, 1934] solely in holding the bank premises of 
such association, nor shall the ownership, sale, or transfer of any 
certificate representing the stock of any such association be con- 
ditioned in any manner whatsoever upon the ownership, sale, or 
transfer of a certificate, representing the stock of any other corpora- 
tion, except a member bank or a corporation engaged [on June 16, 
1934] solely in holding the bank premises of such association: Pro- 
vided, That this section shall not operate to prevent the ownership, 
sale, or transfer of stock of any other corporation being conditioned 
upon the ownership, sale, or transfer of a certificate representing 
stock of a national banking association. 


$ 17. Payment by bank of deficiency in capital stock [12 U.S. C., see. 55; 
R.S., see. 5205] 

[Every association which shall have failed to pay up its capital 
stock, as required by law, and every] Every national banking associa- 
tion whose capital stock shall have become impaired by losses or 
[Lotherwise, ] otherwise shall, within three months after receiving notice 
thereof from the Comptroller [of the Currency], pay the deficiency 
in the capital stock, by assessment upon the shareholders pro rata for 
the amount of capital stock held by [each; and the Treasurer of the 
United States shall withhold the interest upon all bonds held by him 
in trust for any such association, upon notification from the Comp- 
troller of the Currency, until otherwise notified by him.]J each. Lf any 
such association shall fail to pay up its capital stock, and shall refuse 
to go into liquidation, as provided by law, for three months after 
receiving notice from the Comptroller, a receiver may be appointed 
to close up the business of the [association, according to the provisions 
of section fifty-two hundred and thirty-four:] association pursuant to 
the provisions of this Act: And provided, That if any shareholder or 
shareholders of such bank shall neglect or refuse, after three months’ 
notice, to pay the assessment, as provided i in this section, it shall be the 
duty of the board of directors to cause a sufficient amount of the 
capital stock of such shareholder or shareholders to be sold at public 
auction (after thirty days’ notice shall be given by posting such 
notice of sale in the office of the bank, and by publishing such notice 
in a newspaper of the city or town in which the bank is located, or 
in a newspaper published nearest thereto), to make good the deficiency, 
and the balance, if any, shall be returned to such delinquent share- 
holder or shareholders. 


§ 18. Increase in capital stock [12 U.S. C., see. 57; R. S., sec. 5142] 

Any national banking association may, with the approval of the 
Comptroller [of the Currency], and by a vote of shareholders owning 
two-thirds of the stock of such [associations] association, increase its 


90870—57T——2 








8 FINANCIAL INSTITUTIONS ACT OF 1957 


capital stock to any sum approved by the [said Comptroller] Comp- 
troller, but no increase in capital shall be valid until the whole amount 
of such increase is paid in and notice thereof, duly acknowledged before 
a notary public by the president, vice president, or cashier of said 
association, has been transmitted to the Comptroller [of the Cur- 
rency} and his certificate obtained specifying the amount of such 
increase in capital stock and his approval thereof, and that it has been 
duly paid in as part of the capital of such association: Provided, That 
any association may, to the extent approved by the Comptroller, have 
authorized and unissued stock required to fulfill any stock option or other 
arrangement pursuant to section 31 (a) (9) of this Act: Provided, however, 
That a national banking association may, with the approval of the 
Comptroller [of the Currency], and by the vote of shareholders 
owning two-thirds of the stock of such association, increase its capital 
stock by the declaration of a stock dividend, provided that the surplus 
of said association, after the approval of the increase, shall be at least 
equal to 20 per centum of the capital stock as increased. Such in- 
crease shall not be effective until a certificate certifying to such 
declaration of dividend, signed by the president, vice president, or 
cashier of said association and duly acknowledged before a notary 
public, shall have been forwarded to the Comptroller [of the Cur- 
rency§ and his certificate obtained specifying the amount of such 
increase of capital stock by stock ee and his approval thereof. 
§ 19. Decrease in capital stock [12 U.S. C., see. 59; R.S., sec. 5143] 

hay national banking association vets ueder this title] may, 
by the vote of shareholders owning two-thirds of its capital stock, 
reduce Pea to any sum not below the amount required by this 
Etitle} . to authorize the formation of associations; but no such 
red — “shall be [allowable which will reduce the capital of the 
association below the amount required for its outstanding circulation, 
nor shall any reduction be] made until the amount of the proposed 
reduction has been reported to the Comptroller [of the Currency] 
and such reduction has been approved by the said Comptroller [of 
the Currency] and no shareholder shall be entitled to any distribu- 
tion of cash or other assets by reason of any reduction of the common 
capital of any association unless such distribution shall have been ap- 
proved by the Comptroller [of the Currency] and by the affirmative 
vote of the holders of at least two-thirds of the shares of each class of 
stock asics, voting as classes 


§ 20. Preferred stock 


(a) [12 U.S. C., see. 51a; 48 Stat. 5] [Notwithstanding any other 
provision of law, any national hahiihg association may, with the ap- 
proval of the Comptroller of the Currency andy When so provided 
in the articles of association and when appro cs by the Comptroller, after 
determination by him that the most practicable method of obtaining 
desir: d and needed additional capital is through the LSSUaNCeE of pref rred 
stock, a national bank by vote of shareholders owning [a majority] 
two-thirds of the common stock of such [association, upon not less than 
five days’ notice, given by registered mail pursuant to action taken by 
its board of directors, ] bank, may issue preferred stock of one or more 
[classes,] classes with or without voting rights in such amount and with 
such par value as shall be approved by [said Comptroller, and make 
such amendments to its articles of association as may be necessary for 
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this purpose, but; in the case of any newly organized national banking 
association which has not yet issued common stock, the requireme nt 
of notice to and vote of shareholders shall not apply. the Comptroller. 
No issue of preferred stock shall be valid until the par value of all stock 
so issued shall be paid in and notice thereof, duly acknowledged before 
a notary public by the president, vice president, or cashier of [said 
association, ] such bank, has been transmitted to the Comptroller [of 
the Currency] and his certificate obtained specifying the amount of 
such issue of preferred stock and his approval thereof and that the 
amount has been duly paid in as part of the capital of such [associa- 
tion; which] bank. This certificate shall be deemed to be conclusive 
evidence that such preferred stock has been duly and validly issued. 
Without limiting the authority herein contained a national bank may 
issue such preferred stock 

(1) subject to the right of the bank to redeem any of such shares 
at not exceeding the price fired by the articles of association for the 
redemption thereof; 

(2) subject to the provisions of this Act entitling the holders thereof 
to cumulative or non-cumulative dividends; 

(3) having preference over any other class or classes of shares as 
to the payme nt of divide nds: - 

(4) having preference as to the assets of the bank over any other 
class or classes of shares upon the voluntary or involuntary liquida- 
tion of the bank: 

(5) convertible into shares of any other class of stock, provided 
that preferred shares shall not be converted into shares of a different 
par value unless that part of the capital of the bank represented by 
such preferred shares is at the time of the conversion equal to the 
aggregate par value of the shares into which the preferred shares are 
to be converted. 

(b) [12 U.S. C., see. 51b-1; Banking Act of 1935, sec. 345] If any 
part of the capital of [a national bank, State member bank, or bank 
applying for membership in the Federal Reserve System] such bank 
consists of preferred stock, the determination of whether or not the 
capital of such bank is impaired and the amount of such impairment 
shall be based upon the par value of its stock even though the arrount 
which the holders of such preferred stock shall be entitled to rece ive in 
the event of retirement or liquidation shall be in excess of the par 
value of such preferred stock. [If any such bank or trust company 
shall have outstanding any capits al notes or debentures of the type 
which the Reconstruction Finance Corporation is authorized to pur- 
chase pursuant to the provisions of section 304 of the Emergency 
Janking and Bank Conservation Act, approved March 9, 1933, as 
amended, the capital of such bank may be deemed to be unimpaired if 
the sound value of its assets is not less than its total liabilities, includ- 
ing capital stock, but excluding such capital notes or debentures and 
any obligations of the bank expressly subordinated thereto. Notwith- 
standing any other provision of law, the holders of preferred stock 
issued by a national banking siaacltaitdein pursuant to the provisions of 
the Emergency Banking and Bank Conservation Act, approved March 
9, 1933, as amended, shall be entitled to receive such cumulative divi- 
dends at a rate not exceeding six per centum per annum on the pur- 
chase price received by the association for such stock and, in the event 
of the retirement of such stock, to receive such retirement price, not in 
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excess of such purchase price plus all accumulated dividends, as may 
be provided in the articles of association with the approval of the 
Comptroller of the Currency. If the association is placed in voluntary 
liquidation, or if a conservator or a receiver is appointed therefor, no 
payment shall be made to the holders of common stock until the 
holders of preferred stock shall have been paid in full such amount as 
may be provided in the articles of association with the approval of 
the Comptroller of the Currency, not in excess of such purchase price 
of such preferred stock plus all ‘accumulated dividends. ] 

§ 21. Dividends 

(a) [12 U.S. C., sec. 60; R. S., sec. 5199] The directors of any 
national banking association may, quarterly, [semi-annually,] sem- 
annually or annually, declare a dividend of so much of the net profits 
of the association as they shall judge [expedient; but each association 
shall, before the declaration of a dividend on its shares of common 
stock, carrying] expedient, except that until the surplus fund of such 
association shall equal its common capital, no dividends shall be declared 
unless there has been carried to the surplus fund not less than one-tenth 
part of [its] the association’s net profits of the preceding half year 
[to its surplus fund until the same shall equal the amount of its 
common capital:] in the case of quarterly or semi-annual dividends, or 
not less than one-tenth part of its net profits of the preceding two con- 
secutive half-year periods in the case of annual dividends: Provided, 
That for the purposes of this section, any amounts paid into a fund 
for the retirement of any preferred stock of any such association out 
of its net [earnings] profits for such [half-year] period or periods 
shall be deemed to be [an addition] additions to its surplus fund if, 
upon the retirement of such preferred stock, the [amount ] amounts so 
paid into such retirement fund [for such period] may then properly 
be carried to surplus. in any such case the association shall be 
obligated to transfer to surplus the amount so paid into such retire- 
ment fund [for such period] on account of the preferred stock as 
such stock is retired. 

(6) The approval of the Comptroller shall be required if the total of all 
dividends declared by such association in any calendar year shall exceed 
the total of its net profits of that year combined with its retained net profits 
of the preceding two years, less any required transfers to surplus or a fund 
for the retirement of any preferred stock. 

(c) For the purpose of this section the term ‘‘net profits” shall mean the 
remainder of all earnings from current operations plus actual recoveries 
on loans and investments and other assets, after deducting from the total 
thereof all current operating expenses, actual losses, accrued dividends on 
preferred stock, if any, and all Federal and State tazes. 

(dq) [12 U.S. C., sec. 56; R.S., sec. 5204] No national banking 
[association, or any member thereof,] association shall, during the 
time it shall continue its banking operations, withdraw, or permit to 
be withdrawn, either in the form of dividends or otherwise, any portion 
of its capital. [If losses have at any time been sustained by any such 
association, equal to or exceeding its undivided profits then on hand, 
no dividend shall be made; and noJ No dividend shall [ever be made] 
be paid by any such [association,] association while it continues its 
banking [operations, to an amount greater than its net profits then 
on hand, deducting therefrom its losses and bad debts] operations if 
all bad debts due it and all losses sustained are greater than the amount 
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by which the surplus funds plus undivided profits and reserves exceed the 
bank’s common capital. All debts due to any [association, ] association 
on which interest is past due and unpaid for a period of six months, 
unless the same are well secured, and in process of collection, shall be 
considered bad debts within the meaning of this section. But nothing 
in this section shall prevent the reduction of the capital stock of the 
association [under section fifty-one hundred and forty-three.] 
pursuant to the provisions of this Act. 


§ 22. Shareholders’ list [12 U.S. C., sec. 62; R. S., see. 5210] 

(a) The president and cashier of every national banking association 
shall cause to be kept at all times a full and correct list of the names 
and residences of all the shareholders in the association, and the num- 
ber of shares held by each, in the office where its business is trans- 
acted. Such list shall be subject to the inspection of all the share- 
holders [and creditors] of the association, and of the officers author- 
ized to assess taxes under State authority, during business hours of 
‘ach day in which business may be legally transacted. 

(b) A copy of such list, verified by ‘the oath of such president or 
cashier, shall be transmitted to the Comptroller [of the Currency] 
within ten days of any demand therefor made by him. Jn addition, 
such president or cashier shall notify the Comptroller immediately of any 
single transaction recorded on the bank stock transfer records involving 


the purchase or sale of ten per centum or more of the outstanding shares 
of the association. 
§ 23. Disclosure of stock ownership 

The record owner of any stock in any national bank shall, within analy 
days after the enactment of the Financial Institutions Act of 1957 or 
urithin thirty days after becoming such record owner, whichever is the later, 
notify the Comptroller in writing of the name of any person or persons 
having a beneficial or equitable interest in such stock in excess of 5 per 
centum of the outstanding shares of the bank. In the case of stock held 
in a trust, this requirement may be satisfied by filing a copy of the trust 
instrument with the Comptroller. Any change in the person or persons 
having such a beneficial or equitable interest in any such stock, except 
pursuant to any trust instrument which is on file as herein provided, 
shall be promptly reported to the Comptroller by the record owner. The 
transferee of any such stock shall, within thirty days after such transfer, 
cause his name to be listed as the record owner thereof. Any person 


convicted oF any willful violation of this subsection shall be fined not 
more than $5,000. 


$ 24. Shareholders’ liability 

(a) [12 U.S. C., sec. 66; R. S., see. 5152] Persons holding stock as 
executors, administrators, guardians, or trustees, shall not be person- 
ally subject to any liabilities as stockholders; but the estates and 
funds in their hands shall be liable in like manner and to the same 
extent as the testator, intestate, ward, or person interested in such 
trust funds would be, if living and competent to act and hold the 
stock in his own name. 

(6) [12 U.S.C., sec. 67; 46 Stat. 74] [That any] Any receiver of 
a national banking association is authorized, with the approval of 
the Comptroller fof the Currency] and upon the order of a court 
of record of competent jurisdiction, to compromise, either before or 
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after judgment, the individual liability of any shareholder of such 
association. 


Cuaprer 5'—Dtirecrors or Nationa, Banxs 


§ 25. Number of directors [12 U.S. C., sec. 71a; Banking Act of 1933, 
sec. 31] 

[After one year from the date of enactment of this Act, notwith- 
standing any other provision of law, the board of directors, board of 
trustees, or other similar governing body of every national banking 
association and of every State bank or trust company which is a 
member of the Federal Reserve System shall consist] The affairs of 
each association shall be managed by a board of directors consisting 
of not less than five nor more than twenty-five members. If any 
national banking association violates the provisions of this section 
and continues such violation after thirty days’ notice from the Comp- 
troller [of the Currency], the [said] Comptroller may appoint a 
receiver or conservator therefor, in accordance with the provisions 
of [existing law] this Act. [If any State bank or trust company 
which is a member of the Federal Reserve System violates the pro- 
visions of this section and continues such violation after thirty 
days’ notice from the Board of Governors of the Federal Reserve 
System, it shall be subject to the forfeiture of its membership in the 
Federal Reserve System in accordance with the provisions of section 
9 of the Federal Reserve Act, as amended.] 
ote 26. Election of directors 

) [12 U.S. C., see. 71; R. S., see. 5145] The [affairs of each 
assoc alban shall be bes is not less than five directors, who] 
directors of each association shall be elected by the shareholders at 2 

meeting to be held at any time before the association is authorized 
by the < omptroller [of the Currency] to commence the business of 
[be nking;] banking, and afterward at meetings to be held on such 
day in January [of each year] as is specified [therefor] in the articles 
of association. [The directors shall hold office for one year, and until 
their successors are elected and have qualified.] * 

(6) [12 U.S.C., see. 75; R.S., see. 5149] When the day fixed in the 
articles of aesociation for the regular annual meeting of the shareholders 
falls on a legal holiday in the State in which the bank is located, the share- 
holders meeting shall be held, and the directors elected, on the next following 
banking day. If, from any cause, an election of directors is not made 
[at the time appointed, the association shall not for that cause be 
dissolved, but] on the day fixed, or in the event of a legal holiday on the 
next following banki ‘ing day, an election may be held on any subse quent 
[day, thirty days’ notice thereof in all cases having been given in a 
newspaper published in the city, town, or county in which the associa- 
tion is located, and if no newspaper is published in such city, town, 
©* county, such notice shall be published in a newspaper published 
nearest thereto. If the articles of association do not fix the day on 
which the election shall be held, or if no election is held on the day 
fixed, the day for the election shall] day within sixty days of the day 
fixed, to be designated by the board of [directors in their bylaws, or 
otherwise; or] directors, or, if the directors fail to fix the day, by 


8 This sentence has been placed in sec. 26 (d) of title I of 8. 1451. 
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shareholders representing two-thirds of the [shares may do so.] 
shares, at least ten days’ notice thereof in all cases having been given by 
first-class mail to the eee 

(c) [12 U.S. C., sec. 61; R. S., see. 5144, first two paragraphs] 

In all elections of dire vale each shareholder shall have the right 
to vote the number of shares owned by him for as many persons as 
there are directors to be elected, [or] or, if the articles of association 
so provide, to cumulate such shares and give one candidate as many 
votes as the number of directors multiplied by the number of his 
shares shall equal, or to distribute them on the same principle among 
as many candidates as he shall think fit; and in deciding all other 
questions at meetings of shareholders, each shareholder shall be en- 
titled to one vote on each share of stock held by him; except that (1) 
this shall not be construed as limiting the voting rights of holders of 
preferred stock under the terms and provisions of articles of associa- 
tion, or amendments thereto, [adopted pursuant to the provisions 
of section 302 (a) of the Emergency Banking and Bank Conservation 
Act, approved March 9, 1933, as amended,] (2) in the election of 
directors, shares of its own stock held by a national bank as sole 
trustee, whether registered in its own name as such trustee or in the 
name of its nominee, shall not be voted by the registered owner 
unless under the terms of the trust the manner in which such shares 
shall be voted may be determined by a donor or beneficiary of the 
trust and unless such ype! or beneficiary actually directs how such 
shares shall be voted, (3) shares of its own stock held by a national 
bank and one or more persons as trustees may be voted by such other 
person or persons, as trustees, in the same manner as if he or they 
were the sole trustee, and (4) shares controlled by any holding com- 
pany affiliate of a national bank shall not be voted unless such holding 
company affiliate shall have first obtained a voting permit as [herein- 
after provided, } provided in section 33 of the Federal Reserve Act, as 
amended, which permit is in force at the time such shares are voted, but 
such holding company affiliate may, without obtaining such permit, 
vote in favor of placing the association in voluntary liquidation or 
taking any other action pertaining to the voluntary liquidation of such 
association. Shareholders may vote by proxies duly authorized in 
writing; but no director, officer, Eclerk, teller, or bookkeeper] employee, 
or attorney of such bank shall act as [proxy; and no shareholder whose 
liability is past due and unpaid shall be allowed to vote.] prozy. 
Whenever shares of stock cannot be voted by reason of being held 
by the bank as sole trustee, such shares shall be excluded in ‘deter- 
mining whether matters voted upon by the shareholders were adopted 
by the requisite percentage of shares. For the purposes of this section 
shares shall be deemed to be controlled by a holding company affiliate 
if they are owned or controlled directly or indirectly by such holding 
company affiliate, or held by any trustee for the benefit of the share- 
holders or members ‘die reof3 

(d) [12 U.S. C., see. 74; R.S., see. 5148] The directors shall hold 
office for one year, and until their successors are elected and have qualified “ 
Any vacancy in the board shall be filled by appointment by the remain- 
ing directors, and any director so appointed shall hold his place until 
the next election. 


3’ The remainder of existing law contained in R. 8, sec. 5144 is incorporated in sec. 33 of title II of S. 1451 
and is not repeated here. 


¢ This sentence is derived from 12 U.S. C. sec. 71; R. 8. see. 5145, 
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(e) [12 U.S.C., sec. 76; R.S., sec. 5150] The president of the bank 
shall be a member of the board ‘and shall be the chairman thereof, but 
the board may designate a director in lieu of the president to be 
chairman of the board, who shall perform such duties as may be 
designated by the board. 


§ 27. Qualifications of directors [12 U.S. C., see. 72; R.5S., sec. 5146] 
Every director must, during his whole term of service, be a citizen 
of the United States, and at least two-thirds of the directors must 
have resided in the [State, Territory, or District] State in which the 
association is located, or within one hundred miles of the location of 
the office of the association, for at least one year immediately preceding 
their election, and must be residents of such State, or within a one- 
hundred-mile territory of the location of the association during their 
continuance in office. Every director must own in his own right 
shares of the capital stock of the association of which he is a director 
the aggregate par value of which shall not be less than $1,000, unless 
the capital of the bank shall not exceed $25,000, in which case he must 
own in his own right shares of such capital stock the aggregate par 
value of which shall not be less than $500. Any director w vho ceases to 
be the owner of the required number of shares of the stock, or who 
becomes in any other manner disqualified, shall thereby vacate his 
place. 
$ 28. Oath of directors [12 U.S. C., sec. 73; R.S., see. 5147] 

(a) Each director, when appointed or elected, shall take an oath 
that he will, so far as the duty devolves on him, diligently and honestly 
administer the affairs of such association, and will not knowingly 
violate, or willingly permit to be violated, any of the provisions of this 
[title] Act, and that he is the owner in good faith, and in his own 
right, of the number of shares of stock required by this [title] Act, 
subscribed by him, or standing in his name on the books of the asso- 
ciation, and that the same is not hypothecated, or in any way pledged, 
as security for any loan or debt. 

(6) The oath shall be taken before a notary public, properly au- 
thorized and commissioned by the State in which he resides, or before 
any other officer having an official seal and [authorized] authoribed 
by the State to administer oaths, except that the oath shall not be 
taken before any such notary public or other officer who is an officer 
of the director’s bank. The [oath,] oath subscribed by the director 
making it, and certified by the notary public or other officer before 
whom it is taken, shall be immediately transmitted to the Comptroller 
[of the Currency] and shall be filed and preserved in his office for a 
period of ten years. 


§ 29. Removal of officers and directors [12 U.S. C., sec. 77; Banking 
Act of 1933, sec. 30] 

(a) Whenever, in the opinion of the Compiroller [[of the Currency], 
any director or officer of a national [bank,] bank or of a [bank or 
trust company doing business in the District of Columbia,] District 
bank [or whenever, in the opinion of a Federal reserve agent, any 
director or officer of_a state member bank in his district shall have 
continued to violate] has violated or is violating any law relating to 
such bank [or trust company] or [shall have continued] has engaged 
or is engaging in unsafe or unsound practices in conducting the business 
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of such bank [or trust company], after having been warned by the 
Comptroller [of the Currency or the Federal reserve agent, as the 
case may be,] to discontinue such violations of law or such [unsafe 
or unsound] practices, the Comptroller [of the Currency or the 
Federal reserve agent, as the case may be,] may certify the facts to 
the Board of Governors of the Federal Reserve System. In any such 
case the Board of Governors of the Federal Reserve System may 
cause notice to be served upon such director or officer to appear at a 
hearing before such Board or any member thereof or any person desig- 
nated by the Board, and [to] show cause why he should not be re- 
moved from office. A copy of such [order] notice shall be sent to 
each director of the bank [affected,] affected by registered mail. The 
hearing shall be held in accordance with the provisions of the Adminis- 
trative Procedure Act and shall be subject to review as therein provided 
except that the review by the court shall be upon the weight of the evidence. 
If [after granting the accused director or officer a reasonable oppor- 
tunity to be heard, the Board of Governors of the Federal Reserve 
System] the Poard finds that [he has continued to violate] the ac- 
cused director or officer has violated or 1s violating any law relating to 
such bank [or trust company] or has [c ontinued] engaged in or is 
engaging in unsafe or unsound practices in conducting the business of 
such bank [or trust company] after having been warned by the 
Comptroller [of the Currency or the Federal reserve agent] to discon- 
tinue such [violation] violations of the law or such [unsafe or un- 
sound] practices, the [Board of Governors of the Federal Reserve 
System,] Board, in its discretion, may order that such director or 
officer be removed from office. A copy of such order shall be served 
upon such director or officer. A copy of such order shall also be served 
upon the bank of which he is a director or officer, whereupon such 
director or officer shall cease to be a director or officer of such [bank: 
Provided, That such] bank. Such order and the findings of fact upon 
which it is based shall not be made public or disclosed to anyone ex- 
cept the director or officer involved and the directors of the bank in- 
volved, otherwise than in connection with proceedings for a violation 
of this section. 

(6) Any such director or officer removed from office as [herein] 
provided in this section, who thereafter participates in any manner m 
the management of such bank, shall be fined not more than $5,000, 
or imprisoned for not more than five vears, or [both, in the discretion 


of the court.] both. 
§$ 30. Liability of directors [12 U.S. C., sec. 93; R.S., see. 5239] 

If the directors of any national banking association shall know- 
ingly violate, or knowingly permit any of the officers, agents, or serv- 
ants of the association to violate, any of the provisions of this [title] 
Act, all the rights, privileges, and franchises of the association shall be 
thereby forfeited. Such violation shall, however, be determined and 
adjudged by a proper circuit, district, or Territorial court of the 
United [States,] States in a suit brought for that purpose by the 
Comptroller [of the Currency], in his own name, before the associa- 
tion shall be declared dissolved. And in cases of such violation, every 
director who participated in or assented to the same shall be held 
liable in his personal and individual capacity for all damages which 
the association, its shareholders, or any other [person,] person shall 
have sustained in consequence of such violation. 
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CuapreR 6—Powerrs anp Duties or NarionaL BANKS 


§ 31. Corporate powers 

(a) {12 U.S. C., sec. 24; R.S., see. 5136] Upon duly making and 
filing articles of association and an organization certificate, [the] a 
national banking association shall become, as from the date of the 
execution of its organization certificate, a body corporate, and 
such, and in the name designated in the organization certificate, it 
shall have power 

[First] (7) [To] to adopt and use a corporate [seal.] seal; 

[Second] (2) [To] to have succession from the date of the 
approval of this Act, or from the date of its organization if organ- 
ized after such date of zepproval until such time as it be dissolved 
by the act of its shareholders owning two-thirds of its stock, or 
until its franchise becomes forfeited by reason of violation of law, 
or until terminated by either a general or a special Act of Con- 
eress or until its affairs be placed in the hands of a receiver, and 
finally wound up by Lhim. J him; 

[Third] (3) [To] to make [contrac ts.] contracts; 

[Fourth] (4) [To] to sue and be sued, complain and defend, 
in any court of law [and] or equity, as fully as natural [persons.] 

eTSONS;: 

CFifih] (5) [To] to elect or appoint directors, and by its board 
of directors to appoint a president, vice president, cashier, and 
other officers, define their duties, require bonds of them and fix 
the penalty thereof, dismiss such officers or any of them at pleas- 
ure, and appoint others to fill their [places.] places; 

[Sixth] (6) [To] to prescribe, by its board of directors, bylaws 
not inconsistent with law, regulating the manner in which its 
stock shall be transferred, its directors elected or appointed, its 
officers appointed, its property transferred, its general business 
conducted, and the privileges granted to it by law exercised and 
[enjoyed.] enjoyed; 

[Seventh] (7) [To] to exercise by its board of directors or 
duly authorized officers or agents, subject to law, all such inci- 
dental powers as shall be necessary to carry on the business 
of banking; by discounting and negotiating promissory notes, 
drafts, bills of exchange, and other evidences of debt; by receiving 
deposits; by buying ‘and selling exchange, coin, and bullion; by 
loaning money on personal security; [and by obtaining, 1 issuing 
and circulating notes according to ‘the provisions of this title.] ° 

[Eighth] (8) [To] to contribute to community funds, or to 
charitable, philanthropic, or benevolent instrumentalities con- 
ducive to public welfare, or to educational institutions not operated 
for profit, or to nonprofit organizations established for the purpose 
of ciwie improvement or betterment, such sums as its board of direc- 
tors may deem expedient and in the interests of the [association, 
if it is located in a State the laws of which do not expressly 
prohibit State banking institutions from contributing to such 
funds or instrumentalities. ] association; and 

(9) to grant options to purchase, and to issue and sell, shares of 
its capital stock to its employees or to the employees of any sub- 





5 The remainder of existing law contained in par. seventh of R. 8. 5136 is incorporated in sec. 32 of titleL 
f S. 1451, and is not repeated here. 
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sidiary corporation, or to a trustee on their behalf, without first 
offering the same to its shareholders, for such consideration, not less 
than par value, and upon such terms and conditions as shall be 
approved by its board of directors and by the holders of two-thirds 
of its shares entitled to vote with respect thereto, and by the Comp- 
troller. In the absence of actual fraud in the transaction, the 
judgment of the directors as to the consideration for the issuance of 
such options and the sufficiency thereof shall be conclusive. The 
Comptroller shall approve under this section only restricted stock 
options which qualify under section 421 of the Internal Revenue 
Code of 1954, and no stock option shall be approved under this 
section if the option price is less than 85 per centum of the fair 
market value of the shares, or 85 per centum of the book value of the 
shares, as determined by the Comptroller, whichever is greater, 
determined as of the date the option vs exercised. 

(6) [i2 U.S. C., see. 81; R.5S., sec. 5190] The general business of 
each national banking association shall be transacted in the place 
specified in its organization certificate and in the branch or branches, 
if any, established or maintained by it in accordance with the pro- 
visions of [section 5155 of the Revised Statutes, as amended by] 
this Act or the Federal Reserve Act. 


§ 32. De aling in securities [i2 U.S. C., sec. 24, para. Seventh; R. S., 
sec. 5136, para. Seventh] ° 

(a) The business of dealing in securities and stock by [the] a na- 
tional banking association shall be limited to purchasing and selling 
such securities and stock without recourse, solely upon the order, and 
for the account of, customers, and in no case for its own account, and 
the association shall not underwrite any issue of securities or stock: 
Provided, That the association may purchase for its own account 
investment securities under such limitations and restrictions as the 
Comptroller [of the Currency] may by regulation prescribe. In no 
event shall the total amount of the investment securities of any one 
obligor or maker, held by the association for its own account, exceed 
at any time 10 per centum of its capital stock actually paid in and 
unimpaired and 10 per centum of its unimpaired surplus fund, except 
that this limitation shall not require any association to dispose of any 
securities law ay held by it on [the date of enactment of the Banking 
Act of 1935.] August 23, 1935. As used in this section the term 
‘investment securities” shall mean marketable obligations evidencing 
indebtedness of any person, copartnership, association, or corporation 
in the form of bonds, notes and/or debentures commonly known as 
investment securities under such further definition of the term “‘in- 
vestment securities” as may by regulation be prescribed by the Comp- 
troller [of the Currency]. Except as hereinafter provided or other- 
wise permitted by law, nothing herein contained shall authorize the 
purchase by the association for its own account of any shares of stock 
of any corporation. The limitations and restrictions herein contained 
as to dealing in, underwriting and purchasing for its own account, 
investment securities shall not apply to obligations of the United 
[States,] States or general obligations of any State or of any political 
subdivision thereof, or obligations issued under authority of the 
Federal Farm Loan Act, as amended, or issued by the thirteen banks 


The first sentence of existing law contained in par. seventh of R. 8. 5136 is incorporated in sec. 31 (a) (7 
of title I of S. 1451, and appears on p. 6 of this print. 
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for cooperatives or any of them or the Federal Home Loan Banks 
[or the Home Owners’ Loan Corporation,] or obligations which are 
insured by the Federal Housing Administrator pursuant to section 207 
of the National Housing Act, if the debentures to be issued in payment 
of such insured obligations are guaranteed as to principal and interest 
by the United States, or obligations of the Federal National Mortgage 
Association, or such obligations of any local public agency (as defined 
in section 110 (h) of the Housing Act of 1949) as are secured by an 
agreement between the local public agency and the Housing and 
Home Finance Administrator in which the local public agency agrees 
to borrow from said Administrator, and said Administrator agrees 
to lend to said local public agency, prior to the maturity of such 
obligations (which obligations shall have a maturity of not more than 
eighteen months), monies in an amount which (together with any 
other monies irrevocably committed to the payment of interest on 
such obligations) will suffice to pay the principal of such obligations 
with interest to maturity thereon, which monies under the terms of 
said agreement are required to be used for the purpose of paying the 
principal of and the interest on such obligations at their maturity, 
or such obligations of a public housing agency (as defined in the 
United States Housing Act of 1937, as amended) as are secured either 
(1) by an agreement between the public housing agency and the 
Public Housing Administration in which the public housing agency 
agrees to borrow from the Public Housing Administration, and the 
Public Housing Administration agrees to lend to the public housing 
agency, prior to the maturity of such obligations (which obligations 
shall have a maturity of not more than eighteen months), monies in 
an amount which (together with any other monies irrevocably com- 
mitted to the payment of interest on such obligations) will suffice to 
pay the principal of such obligations with interest to maturity thereon, 
which monies under the terms of said agreement are required to be 
used for the purpose of paying the principal of and the interest on 
such obligations at their maturity, or (2) by a pledge of annual con- 
tributions under an annual contributions contract between such public 
housing agency and the Public Housing Administration if such con- 
tract shall contain the covenant by the Public Housing Administration 
which is authorized by subsection (b) of section 22 of the United 
States Housing Act of 1937, as amended, and if the maximum sum 
and the maximum period specified in such contract pursuant to said 
subsection 22 (b) shall not be less than the annual amount and the 
period for payment which are requisite to provide for the payment 
when due of all installments of principal and interest on such obliga- 
tions: Provided, That in carrying on the business commonly known as 
the safe-deposit business the association shall not invest in the capital 
stock of a corporation organized under the law of any State to con- 
duct a safe-deposit business in an amount in excess of 15 per centum 
of the capital stock of the association actually paid in and unimpaired 
and 15 per centum of its unimpaired surplus. The limitations and 
restrictions herein contained as to dealing in and underwriting invest- 
ment securities shall not apply to obligations issued by the Interna- 
tional Bank for Reconstruction and Development which are-at the time 
eligible for purchase by a national bank for its own account: Provided, 
That no association shall hold obligations issued by said bank as a re- 
sult of underwriting, dealing, or purchasing for its own account (and 
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for this purpose obligations as to which it is under commitment shall 
be deemed to be held by it) in a total amount exceeding at any one 
time 10 per centum of its capital stock actually paid in and unimpaired 
and 10 per centum of its unimpaired surplus fund. 

(b) A national bank may, with the prior approval of the Comptroller, 
directly or indirectly purchase and hold, for not to exceed ninety days, 
stocks of another bank as steps in a proposed absorption of such other 


bank through merger, consolidation, acquisition of assets and assumption 
of liabilities, or otherwise. 


§ 33. Trust powers. [12 U.S. C., sec. 248 (k); Federal Reserve Act, 
sec. Ll (k)J 

cT he Board of Governors of the Federal Reserve System shall be 
authorized and empowered: * * * (k) To] 

(a) The Comptroller shall be authorized and empowered to grant by 
special permit to national banks applying therefor, when not in con- 
travention of State or local law, the right to act as trustee, executor, 
administrator, registrar of stocks and bonds, guardian of estates, as- 
signee, receiver, committee of estates of lunatics, or in any other fidu- 
ciary capacity in which State banks, trust companies, or other corpo- 
rations which come into competition with national banks are per- 
mitted to act under the laws of the State in which the national bank 
is located. 

(6) Whenever the laws of such State authorize or permit the exer- 
cise of any or all of the foregoing powers by State banks, trust com- 
panies, or other corporations which compete with national banks, the 
granting to and the exercise of such powers by national banks shall 
not be deemed to be in contravention of State or local law within the 
meaning of this Act. 

(c) National banks exerc ising any or all of the powers enumerated in 
this [subsection] section shall segregate all assets held in any fiduciary 

capacity from the general assets of the bank and shall keep a separate 
set of books and records showing in proper detail all transactions en- 
gaged in under authority of this subsection. The State banking authori- 
ties may have access to reports of examination made by the Comp- 
troller [of the Currency] imsofar as such reports relate to the trust 
department of such bank, but nothing in this Act shall be construed 
as authorizing the State banking authorities to examine the books, 
records, and assets of such bank. 

(2) No national bank shall receive in its trust department deposits 
of current funds subject to check or the deposit of checks, drafts, bills 
of exchange, or other items for collection or exchange purposes. 
Funds deposited or held in trust by the bank awaiting investment shall 
be carried in a separate account and shall not be used by the bank in 
the conduct of its business unless it shall first set aside in the trust 
department United States bonds or other securities approved by the 
[Board of Governors of the Federal Reserve System] Comptroller. 

(e) In the event of the failure of such bank the owners of the 
funds held in trust for investment shall have a lien on the bonds or 
other securities so set apart in addition to their claim against the 
v9 of the bank. 

) Whenever the laws of a State require corporations acting in a 
Gav auey capacity to deposit securities with the State authorities for 
the protection of private or court trusts, national banks so acting shall 
be required to make similar deposits and securities so deposited shall 
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be held for the protection of private or court trusts, as provided by the 
State law. National banks in such cases shall not be required to 
execute the bond usually required of individuals if State corporations 
under similar circumstances are exempt from this requirement. Na- 
tional banks shall have power to execute such bond when so required 
by the laws of the State. 

(g) In any ease in which the laws of a State require that a corpora- 
tion acting as trustee, executor, administrator, or in any capacity 
specified in this section, shall take an oath or make an affidavit, the 
president, vice president, cashier, or trust officer of such national bank 
may take the necessary oath or execute the necessary affidavit. 

(h) It shall be unlawful for any national banking association to 
lend any officer, director, or employee any funds held in trust under 
the powers conferred by this section. Any officer, director, or em- 
ployee making such loan, or to whom such loan is made, may be fined 
not more than $5,000, or imprisoned not more than five years, or may 
be both fined and imprisoned, in the discretion of the court. 

(1) In passing upon [applications] any application for permission 
to exercise the powers enumerated in this [subsection] section, the 
[Board of Governors of the Federal Reserve System] Comptroller 
may take into consideration the amount of capital and surplus of the 
applying bank, whether or not such capital and surplus is sufficient 
under the circumstances of the case, the needs of the community to 
be served, and any other facts and circumstances that seem to [it] 
him proper, and may grant or refuse the application accordingly: Pro- 
vided, That no permit shall be issued to any national banking associ- 
ation having a capital and surplus less than the capital and surplus 
required by State law of State banks, trust companies, and corpora- 
tions exercising such powers. 

(7) Any national banking association desiring to surrender its 
right to exercise the powers granted under this [subsec tion] section, 
in order to relieve itself [from] of the necessity of complving with 
the requirements of this [subsection] section, or to have returned to 
it any securities which it may have deposited with the State authori- 
ties for the protection of private or court trusts, or for any other 
purpose, may file with the [Board of Governors of the Federal Re- 
serve System] Comptroller a certified copy of a resolution of its board 
of directors signifying such desire. Upon receipt of such [a] resolu- 
tion, the [Board of Governors of the Federal Reserve System J Comp- 
troller, after satisfying [itself himself that such bank has been re- 
lieved in accordance with State law of all duties as trustee, executor, 
administrator, registrar of stocks and bonds, guardian of estates, 
assignee, receiver, committee of estates of lunatics or other fiduciary, 
under court, private, or other appointments previously accepted 
under authority of this [subsection] section, may, in [its] his dis- 
cretion, issue to such bank a certificate certifying that such bank 
is no longer authorized to exercise the powers granted by this [sub- 
section] section. Upon the issuance of such certificate by the [Board 
of Governors of the Federal Reserve System] Comptroller, such bank 
(1) shall no longer be subject to the provisions of this [subsection] 
section or the regulations of the [Board of Governors of the Federal 
Reserve System] Comptroller made pursuant [thereto] hereto, (2) 
shall be entitled to have returned to it any securities which it may have 
deposited with the State authorities for the protection of private or 
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court trusts, and (3) shall not exercise thereafter any of the powers 
granted by this [subsection] section without first applying for and 
obtaining a new permit to exercise such powers pursuant to the 
provisions of this [subsection] section. The [Board of Governors of 
the Federal Reserve System] Comptroller is authorized and empowered 
to promulgate such regulations as [it] he may deem necessary to en- 
force compliance with the provisions of this [subsection] section and 
the proper exercise of the powers granted therein. 

(k) Nothing herein contained shall be deemed to affect or curtail the 
right of any national bank to act in fiduciary capacities under a permit 
heretofore granted by the Board ef Governors of the Federal Reserve System, 
nor to affect the validity of any transactions heretofore or hereafter entered 
into by any national bank pursuant to such a permit. The exercise of 
fiduciary powers by national banks shall hereafter be subject to the pro- 
visions of this Act and the requirements of regulations issued by the 
( ‘om ptroller pursuant to the authority herein granted. 


$34. Maximum loan limitations [12 U.S. C., sec. 84; R. S., see. 5200] 


, 

a) The total obligations to any national banking association of 
any person, copartnership, association, or corporation shall at no time 
exceed 10 per centum of the amount of the capital stock of such associa- 
tion actually paid in and unimpaired and 10 per centum of its unim- 
paired surplus fund. The term “obligations” shall mean the direct 
liability of the maker or acceptor of paper discounted with or sold to 
such association and the liability of the endorser, drawer, or guarantor 
who obtains a loan from or discounts paper with or sells paper ee 
his pr ‘sede y to such association and shall include in the case of obligé 
tions of a copartnership or association the obligations of the sever al 
members chereel ind shall include in the case of obligations of a 
corporation all able tions of all subsidiaries thereof in which such 
corporation owns or controls a majority interest. 

(b) Such limitation of 10 per centum shall be subject to the following 
exceptions: 

(1) Obligations in the form of drafts or bills of exchange drawn 
in good faith against actually existing values shall not be subject 
under this section to any limitation based upon such capital and 
surplus. 

(2) Obligations arising out of the discount of commercial or busi- 
ness paper actually owned by the person, copartnership, association, 
or corporation negotiating the same shall not be subject under this 
section to any limitation based upon such capital and surplus. 

(3) Obligations drawn in good faith against actually existing values 
and secured by goods or commodities in process of shipment shall 
not be subject under this section to any limitation based upon such 
ar and surplus. 

) Obligations as endorser or guarantor of notes, other than com- 
nica or business paper excepted under (2) hereof, having a ma- 
turity of not more than six months, and owned by the person, corpora- 
tion, association, or copartnership endor sing and negotiating the same, 
shall be subject under this section to a limitation of 15 per centum 
of such capital and surplus in addition to such 10 per centum of such 
capital and surplus. 

(5) Obligations in the form of bankers acceptances of other banks 
of the kind described in [section 13] chapter 3 of the Federal Reserve 
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Act shall not be subject under this section to any limitation based 
upon such capital and surplus. 

(6) (A) Obligations of any person, copartnership, association or 
corporation, in the form of notes or drafts secured by shipping docu- 
ments, warehouse receipts, or other such documents transferring or 
securing title covering readily marketable nonperishable staples when 
such property is fully cover ed by insurance, if it is customary to insure 
such staples, shall be subject under this section to a limitation of 15 
per centum of such capital and surplus in addition to such 10 per 
centum of such capital and surplus when the market value of such 
stap les securing such additional obligation is not at any time less than 
115 per centum of the face amount of such obligation, and to an addi- 
tional increase of limitation of 5 per centum of such capital and surplus 
in addition to such 25 per centum of such capital and surplus when the 
market value of such staples securing such additional obligations is not 
at any time less than 120 per centum of the face amount of such addi- 
tional obligation, and to a further additional increase of limitation of 
5 per centum of such capital and surplus in addition to such 30 per 
centum of such capital and surplus when the market value of such 
oor securing such additional obligation is not at any time less than 

125 per centum of the face amount of such additional obligation, and 
to a further additional increase of limitation of 5 per centum of such 
capital and surplus in addition to such 35 per centum of such capital 
and surplus when the market value of such staples securing such addi- 
tional obligation is not at any time less than 130 per centum of the 
face amount of such additional obligation, and to a further additional 
increase of limitation of 5 per centum of such capital and surplus in 
addition to such 40 per centum of such capital and surplus when the 
market value of such staples securing such additional obligation is 
not at any time less than 135 per centum of the face amount of such 
additional obligation, and to a further additional increase of limita- 
tion of 5 per centum of such capital and surplus in addition to such 45 
per centum of such capital and surplus when the market value of 
such staples securing such additional obligation is not at any time 
less than 140 per centum of the face amount of such additional obli- 
gation, but this exception shall not apply to obligations of any one 
person, copartnership, association, or corporation arising from the 
same transactions and/or secured by the identical staples for more 
than ten months. 

(B) Obligations of any person, copartnership, association, or corpo- 
ration, in the form of notes or drafts secured by shipping documents, 
warehouse receipts, or o~ such documents transferring or securing 
title covering refrigerated or frozen readily marketable staples when 
such property is fully cove red by insurance, shall be subject under this 
section to a limitation of 15 per centum of such capital and surplus in 
addition to such 10 per centum of such capital and surplus when the 
market value of such staples securing such obligation is not at any time 
less than 115 per centum of the face amount of such additional obligation, 
but this exception shall not apply to obligations of any one person, co- 
partnership, association, or corporation arising from the same transac- 
tions and/or secured by the identical staples for more than sis months. 

(7) (A) Obligations of any person, copartnership, association, or 
corporation in the form of notes or drafts secured by shipping docu- 
ments or instruments transferring or securing title covering livestock 





FINANCIAL INSTITUTIONS ACT OF 1957 23 


or giving a lien on livestock when the market value of the livestock 
securing the obligation is not at any time less than 115 per centum 
of the face amount of the notes covered by such documents shall be 
subject under this section to a limitation of 15 per centum of such 
capital and surplus in addition to such 10 per centum of such capital 
and surplus. 

(B) Obligations of dealers in dairy cattle arising out of the sale of 
dairy cattle which bear a full recourse endorsement or unconditional 
guaranty of the seller shall be subject under this section to a limitation 
of 15 per centum of such capital and surplus in addition to such 10 
per centum of such capital and surplus. 

(8) Obligations of any person, copartnership, association, or corpo- 
ration [in the form of notes] secured by not less than a like amount 
of bonds or notes of the United States issued since April 24, 1917, or 
certificates of indebtedness of the United States, Treasury bills of the 
United States, or obligations fully guaranteed both as to principal and 
interest by the United States, shall (except to the extent permitted 
by rules and regulations prescribed by the Comptroller [of the 
Currency], with the or of the Secretary of the Treasury) be 
subject under this section to a limitation of 15 per centum of such 
capital and surplus in addition to such 10 per centum of such capital 
and surplus. 

(9) Obligations representing loans to any national banking asso- 
ciation or to any banking institution organized under the laws of any 
State, or to any receiver, conservator, or superintendent of banks, or 
to any other agent, in charge of the business and property of any such 
association or banking institution, when such loans are approved by 
the Comptroller [of the Currency], shall not be subject under this 
section to any limitation based upon such capital and surplus. 

(10) Obligations shall not be subject under this section to any 
limitation based upon such capital and surplus to the extent that such 
obligations are secured or covered by guaranties, or by commitments 
or agreements to take over or to purchase, made by any Federal 
Reserve bank or by the United States or any department, bureau, 
board, commission, or establishment of the United States, including 
any corporation wholly owned directly or indirectly by the United 
States: Provided, That such guaranties, agreements, or commitments 
are unconditional and must be performed by payment of cash or its 
equivalent within sixty days after demand. The Comptroller [of the 
Currency] is hereby authorized to define the terms herein used if and 
when he may deem it necessary. 

(11) Obligations of a local public agency (as defined in section 
110 (h) of the Housing Act of 1949) or of a public housing agency (as 
defined in the United States Housing Act of 1937, as amended) 
which have a maturity of not more than eighteen months shall not 
be subject under this section to any limitation, if such obligations are 
secured by an agreement between the obligor agency and the Housing 
and Home Finance Administrator or the Public Housing Adminis- 
tration in which the agency agrees to borrow from the Administrator 
or Administration, and the Administrator or Administration agrees to 
lend to the agency, prior to the maturity of such obligations, monies in 
an amount which (together with any other monies irrevocably com- 
mitted to the payment of interest on such obligations) will suffice to 
pay the principal of such obligations with interest to maturity, which 
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monies under the terms of said agreement are required to be used for 
that a. 

(12) Obligations as endorser or guarantor of negotiable or nonne- 
gotiable installment consumer paper which carries a full recourse endorse- 
ment or unconditional guaranty by the person, copartnership, association, 
or corporation negotiating the same, shall be subject under this section 
to a limitation of 15 per centum of such camtal and surplus in addition 
to such 10 per centum of such capital and surplus: Provided, however, 
That if the bank’s : files 0 r the knowledge of its officers of the frnancial 
condition of each maker of such obligations is reasonably adequate, and 
upon certification by an officer of the association, designated for that 
purpose by the board of directors of the association, that the responsi- 
bility of each maker of such obligations has been evaluated and the 
association is relying primarily upon each such maker for the payment 
of such obligations, the limitations of subsection (a) of this section as to 
the obligations of each such maker shall be the sole applicable loan 
limitation: Provided further, That such certification shall be in writing 
and shall be retained as part of the records of such association. 

§ 35. Maximum rate of interest 

(a) [12 U.S. C., see. 85; R.S., see. 5197]. Any national banking 
association may take, receive, reserve, and charge on any loan or 
discount made, or upon any notes, bills of exchange, or other evi- 
dences of debt, interest at the rate allowed by the laws of the [State, 
Territory, or District] State where the bank is located, or at a rate 
of 1 per centum in excess of the discount rate on ninety-day cominer- 
cial paper in effect at the Federal Reserve bank in the Federal Reserve 
district where the bank is located, whichever may be the greater, and 
no more, except that where by the laws of any State a different rate 
is limited for banks organized under State laws, the rate so limited 
shall be allowed for associations organized or existing in any such 
State under this [title] Act. When no rate is fixed by the laws of 
the State, [or Territory, or District,] the bank may take, receive, 
reserve, or charge a rate not exceeding 7 per centum, or 1 per centum 
in excess of the discount rate on ninety-day commercial paper in 
effect at the Federal Reserve bank in the Federal Reserve district 
where the bank is located, whichever may be the greater, and such 
interest may be taken in advance, reckoning the days for which the 
note, bill, or other evidence of debt has to run. The maximum amount 
of interest or discount to be charged at a branch of an association 
located outside of the States of the United States and the District 
of Columbia shall be at the rate allowed by the laws of the country, 
territory, dependency, province, dominion, insular possession, or 
other political subdivision where the branch is located. And the 
purchase, discount, or sale of a bona fide bill of exchange, payable at 
another place than the place of such purchase, discount, or sale, at 
not more than the current rate of exchange for sight drafts in addition 
to the interest, shall not be considered as taking or receiving a greater 
rate of interest. The purchase of obligations or evide neces of indebtedness 
from the actual owner thereof s hall not, for the purposes of this section, 
be deemed a loan or discount if such purchase would not, under the law 
of the State in which the purchasing bank is located, be deemed a loan or 
extension of ie subject to the interest or usury statutes of such State. 

(6) [12 U. sec. 86; R.S., sec. 5198] The taking, receiving, 
reserving, or mee a rate of interest greater than is allowed by 
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[the preceding] this section, when knowingly done, shall be deemed 
a forfeiture of the entire interest ene ‘+h the note, bill, or other evidence 
of debt carries with it, or which has been agreed to be paid thereon. 
In case the greater rate of interest has been paid, the person by 
whom it has been paid, or his legal representatives, may recover 
back, in an action in the nature of an action of debt, twice the amount 
of the interest thus caiat rom the association taking or receiving the 
same; provided such action is commenced within two years Shan the 
time the usurious transaction occurred, 


§ 36. Real estate loans [12 U.S. C., sec. 371; Federal Reserve Act, 
sec. 24, first para.J 

(a) Any national banking association may make real estate loans 
secured by first liens upon improved real estate, including improved 
farmland and improved business and residential properties. A loan 
secured by real estate within the meaning of this section shal! be in 
the form of an obligation or obligations secured by a mortgage, trust 
deed, or other instrument upon real estate, which shall constitute a 
first lien on real estate in fee simple or, under such rules and regulations 
as may be prescribed by the Comptroller, on a leasehold [(1) under 

1 lease for not less than ninety-nine years which is renewable or 
(2 under a lease having a period of not less than fifty years to run 
from the date the loan is made or acquired by the national bank 
association, ] under a lease which does not expire, or which under ‘ite 
terms may he re newed so that it unll not ernire. for at least ten years 
beyond the maturity date of the loan, and any national banking associa- 
tion may purchase any obligation so secured when the entire amount 
of such obligation is sold to the association. The amount of any such 
loan hereafter made shall not exceed 50 per centum of the appraised 


value of the real estate offered as security and no ry loan shall be 
made for a longer term than five vears; except that (1) amy such loan 


may be made in an amount not to exceed 66% per deniaiatn of the ap- 
praised value of the real estate offered as security and for a term not 
longer than ten years if the loan is secured by an amortized mortgage 
deed of trust, or other such instrument under the terms of which the 
installment payments are sufficient to amortize 40 per centum or more 
of the principal of the loan within a period of not more than ten years, 
(2) any such loan may be made in an amount not to exceed 66% per 
centum of the appraised v value of the real estate offered as security and 
for a term not longer than twenty vears if the loan is secured by an 
amortized mortgage, deed of trust, or other such instrument under 
the terms of which the installme ‘nt payments are sufficient to amortize 
the entire principal of the loan within a period of not more than twenty 
years, and (3) the foregoing limitations and restrictions shall not 
prevent the renewal or extension of loans heretofore made and shall 
not apply to real estate loans which are insured under [the provisions 
of title IT, title VI, title VIII, section 8 of title I, or title IX] any 
provision of the National Housing Act or which are insured by the 
Secretary of Agriculture pursuant to title I of the Bankhead-Jones 
‘farm Tenant Act or the Act entitled ‘An Act to promote conservation 
in the arid and semiarid areas of the United States by aiding in the 
development of facilities for water storage and utilization, and for 
other purposes,” approved August 28, 1937, as amended. No such 
association shall make such loans in an aggregate sum in excess of the 
amount of the capital stock of such association paid in and unimpaired 
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plus the amount of its unimpaired surplus fund, or in excess of 60 per 
centum of the amount of its time and savings deposits, whichever is 
the greater. Any such association may continue hereafter as heretofore 
to receive time and savings deposits and to pay interest on the same, 
but: the rate of interest which such association may pay upon such 
time deposits or upon savings or other deposits shall not exceed the 
maximum rate authorized by law to be paid upon such deposits by 
State banks or trust companies organized under the laws of the State 
in which such association is located. 

(6) Any national banking association may make real-estate loans 
secured by first lens upon forest tracts which are properly managed in 
all respects. Such loans shall be in the form of an obligation or obli- 
gations secured by mortgage, trust deed, or other such instrument; and 
any national banking association may purchase any obligation so 
secured when the entire amount of such obligation is sold to the asso- 
ciation. The amount of any such loan shall not exceed 40 per centum 
of the appraised value of the economically marketable timber offered 
as security and the loan shall be made upon such terms and conditions 
as to assure that at no time shall the loan balance exceed 40 per centum 
of the original appraised value of the economically marketable timber 
then remaining. No such loau shall be made for a longer term than 
two years; except that any such loan may be made for a term not longer 
than ten vears if the loan is secured by an amortized mortgage, deed of 
trust, or other such instrument under the terms of which the install- 
ment payments are sufficient to amortize the principal of the loan with- 
in a period of not more than ten years and at a rate of at least 10 per 
centum per annum. All such loans secured by first liens upon forest 
tracts shall be included in the permissible : aggregate of all real estate 
loans prescribed in the preceding subsection, but no national banking 
association shall make forest-tract loans in an aggregate sum in excess 
of 50 per centum of its capital stock paid in and unimpaired plus 
50 per centum of its unimpaired surplus fund. 

(c) Loans made to finance the construction of industrial or commercial 
buildings and having maturities of not to exceed eighteen months where 
there is a valid and binding agreement entered into by a financially 
responsible lender to advance the full amount of the bank’s loan upon the 
completion of the buildings, and loans made to finance the construction 
of residential or farm buildings and having maturities of not to exceed 
nine months, [whether or not secured by a mortgage or similar lien 
on the real estate upon which the residential or farm building is being 
constructed, J] shall not be considered as loans secured by re eal estate 
within the meaning of this section but shall be classed as ordinary 
commercial [loans:] loans whether or not secured by a mortgage or 
similar lien on the real estate upon which the building or buildings are 
being constructed: Provided, That no national banking association 
shall invest in, or be liable on, any such [loan] loans in an aggregate 
amount in excess of [50] 100 per centum of its actually paid in and 
unimpaired capital plus 100 per centum of its unimpaired surplus fund. 
Notes representing [such] loans made under this section to finance the 
construction of residential or farm buildings and having maturities of 
not to exceed nine months shall be eligible for discount as commercial 
paper within the terms of [section 13] subsection (a) of section 10 of 
the Federal Reserve Act, as amended, if accompanied by a valid and 
binding agreement to advance the full amount of the loan upon the 
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completion of the building entered into by an individual, partnership, 
association, or corpor ation ace eptable to the discounting bank. 

(d) Loans made to established industrial or commercial businesses 
[(a) which are in whole or in part discounted or purchased or loaned 
against as security by a Federal Reserve bank under the provisions of 
section 13b of this Act, (b) for any part of which a commitment shall 
have been made by a Federal Reserve bank under the provisions of 
said section, (c) in the making of which a Federal Reserve bank 
participates under the provisions of said section, or (d)] in which 
{the Reconstruction Finance Corporation or] the Housing and Home 
Finance Administrator or the Small Business Administration co- 
operates or purchases a participation under the provisions of [the 
Reconstruction Finance Corporation Act, as amended, or of] sec- 
tion 102 or 102a of the Housing Act of 1948, as amended, or of the 
Small Business Act of 1953, shall not be subject to the restrictions or 
limitations of this section upon loans secured by real estate. 

(e) Loans made to manufacturing and industrial businesses where 
the association looks for repayment out of the operations of the bor- 
rower’s business, relying primarily on the borrower’s general credit 
standing and forecast of operations, with or without other security, but 
wishes to take a mortgage on the borrower's real estate as a precaution 
against contingencies, shall not be considered as real-estate loans within 
the mean ing of this section but shall be classed as ordinary commercial 
loans 

(f) Loans may be made to finance the construction of buildings during 
a construction period in each case of not to exceed thirty-six months, upon 
the security of (1) a purchase contract entered into pursuant to the pro- 
visions of the Public Buildings Purchase Contract Act of 1954 or the 
Post Office Department Property Act of 1954, or an assignment thereof 
irrevocably binding the Administrator of General Services or the Post- 
master General to commence payments at a specified date not later than 
one month from the date of completion and acceptance of the building, and 
to continue — payments at least at annual intervals until the loan has 
been paid in full, and (2) a bid and performance bond with one or more 
finance cally erat ible sureties thereon in favor of the General Services Ad- 
ministration or the Post Office Department, jointly with the lender, without 
regard to the provisions of this section concerning loans secured by real 
estate, even though the lender may hold additional security in the form of 
a mortgage, deed of trust, title to the premises involved, or other such lien 
on such pre MISES. 


§ 37. Limit on bank’s indebtedness [12 U.S. C., sec. 82; R.5S., see. 
52029 

No national banking association shall at any time be indebted, or 
in any way liable, [to] in an amount exceeding the amount of its 
capital stock at such time actually paid in and remaining undiminished 
by losses or otherwise, plus the amount of its unimpaired surplus fund, 
except on account of demands of the nature following: 

[lirst. Notes of circulation.J 

[Second.] (a) Monevs deposited with or collected by the as- 
sociation. 

[Third.] (6) Bills of exchange or drafts drawn against money 
actually on deposit to the credit of the association, or due thereto. 

[Fourth.] (c) Liabilities to the stockholders of the essociation 
for dividends and reserve profits. 
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[Fifth.] (d) Liabilities incurred under the provisions of the Fed- 
eral Reserve Act. 

[Sixth. Liabilities incurred under the provisions of the Recon- 
struction Finance ae ee Act.] 

[Seventh.] (e) Liabilities created by the endorsement of accepted 
bills of exchange payable abroad actually owned by the endorsing 
bank and discounted at home or abroad. 

[Eighth.] (f) Liabilities incurred under the provisions of section 
202 of title IT of the Federal Farm Loan Act, approved July 17, 1916, 
as amended by the Agricultural Credits Act of 1923. 

[Ninth.] (g) Liabilities incurred on account of loans made with 
the express approval of the Comptroller [of the Currency] under 
[paragraph] subsection (b) (9) of section [5200 of the Revised Stat- 
utes, ] 34 of this Act as amended. 

[Tenth. Liabilities incurred under the provisions of section 13b 
of the Federal Reserve Act.] 

§ 38. Holding of real estate [12 U.S. C., see. 29; R.S., sec. 5137] 

(a) A national banking association may purchase, hold, and convey 
real estate for the following purposes, and for no others: 

[First.] (7) Such as shall be necessary for its accommodation 
in the transaction of its business. 

[Second.] (2) Such as shall be mortgaged to it in good faith 
by way of security for debts previously contracted. 

[Third.] (3) Such as shall be conveyed to it in satisfaction 
of debts previously contracted in the course of its dealings. 

[Fourth.] (4) Such as it shall purchase at sales under judg- 
ments, decrees, or mortgages held by the association, or shall 
purchase to secure debts due to it. 

(6) But no such association shall hold the possession of any real 
estate under mortgage, or the title and aver on of any real estate 
purchased to secure any debts due to it, for a longer period than five 
vears. 

§ 39. Branch offices [12 U.S. C., see. 36; R.5., see. 5155] 

The conditions upon which a national banking association may 
retain or establish and operate a branch or branches are the following: 

(a) A national banking association may retain and operate such 
branch or branches as it may have in lawful operation [at the date of 
the approval of this Act] on February 25, 1927, and any national 
banking association which has continuously maintained and operated 
not more than one branch for a period of more than twenty ae years 
immediately preceding [the approval of this Act] February 2. , 1927, 
may continue to maintain and operate such branch. 

(b) Tia State bank is hereafter converted into or merged or consoli- 
dated with a national banking association, or if two or more national 
banking associations are merged or consolidated, such converted or 
merged or consolidated [Lassocie ition] associations may, with respect to 
any of such banks, retain and operate any of their branches which 
may have been in lawful operation by any bank [at the date of the 
approval of the Act] on February 25, 1927, and such merged or consoli- 
dated associations may retain and operate any of the branches of the bank 
under whose charter the merger or consolidation is being effected which are 
in lawful operation immediately prior to the effective time of the merger 
or consolidation. 
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(c) A national banking association may, with the approval of the 
Comptroller [of the Currency], establish and operate new branches: 

(1) [Within] within the limits of the city, town, or village in which 
said association is situated, if such establishment and operation are at 
the time expressly authorized to State banks by the law of the State 
in question; and (2) at any point within the State in which said asso- 
ciation is sitnehed. if such establishment and operation are at the time 
authorized to State banks by the statute [law] Jaws of the State in 
question by language specifically granting such authority affirmatively 
and not merely by implication or recognition, and subject to the restric- 
tions as to location imposed by the law of the State on State banks. In 
any State in which State banks are permitted by statute law to main- 

tain branches within county or greater limits, if no bank is located 
and doing business in the place where the proposed agency is to be 
located, any national banking association situated in such State may, 

with the approval of the Comptroller [of the Currency], establish and 
operate, without regard to the capital requirements of this section, a 
seasonal agency in any resort community within the limits of the 
county in which the main office of such association is located, for the 
purpose of receiving and paying out deposits, issuing and cashing 
checks and drafts, and doing business incident thereto: Provided, 
That any permit issued under this sentence shall be revoked upon the 
opening of a State or national bank in such community. Except as 
prov ided in the immediate ‘ly preceding sentence, no such association 
shall establish a branch outside of the city, town, or village in which 
it is situated unless it has a combined capital stock and surplus equal 
to the combined amount of capital stock and surplus, if any, required 
by the law of the State in which such association is situated for the 
establishment of such branches by State banks, or, if the law of such 
State it ay s only a minimum capital stock for the establishment of 
such branches by State banks, unless such association has not less 
than an equal amount of capital stock. 

d) The aggregate capital of every national banking association 
and its branches shall at no time be less than the aggregate minimum 
capital required by law for the establishment of an equal number of 
national banking associations situated in the various places where such 
association and its branches are situated. 

(e) No branch of any national banking association shall be estab- 
lished or moved from one location to another without first obtaining 
the consent and approval of the Comptroller [of the Currency]. 

) The term “branch” as used in this section shall be held to 
include any branch bank, branch office, branch agency, additional 
office, or any branch plac e of business loc ate “din any Sts ate or Territor V 
of the United States or in the District of Columbia at which deposits 
are Ere ceived J received or checks [paid, J paid or money [len t. J 
lent: Provided, That the acceptance of deposits mn furtherance of a school 
thrift or savings plan by an officer, en ployee, or agent of a national bank 
at any school located mM the ty rade ared of the bank and unthin the State 
in which the bank is situated shall not be construed to be the operation of a 
hrane h. 

(¢) This section shall not be construed to amend or repeal section 
[25] 44 of the Federal Reserve Act, as amended, authorizing the 
establishment by national banking associations of branches in foreign 
countries, or dependencies, or insular possessions of the United States. 
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[(h) The words ‘State bank”’, ‘State banks’’, “bank’’, or “banks’’, 
as used in this section, shall be held to include trust companies, 
savings banks, or other such corporations or institutions carrying on 
the banking business under the authority of State laws.] 


§ 40. Ohange of name or location 


(a) [12 U.S. C., sec. 30; 24 Stat. 18] [That any] Any national 
banking [association] association, with the approval of the Comptroller, 
may change its name or [the place where its operations of discount 
and deposit are to be carried on, to any other place within the State,J 
change the location of the main office of such association within the limits 
of the city, town, or village in which it is situated. Any national banking 
association, with the approval of the Comptroller, may change the location 
of the main office of such association to any other location outside the 
limits of the city, town, or village in which it is located, but not more 
than thirty miles [distant with the approval of the Comptroller of 
the Currency, ] distant, by the vote of shareholders owning two-thirds 
of the stock of such association. A duly authenticated notice of the 
vote and of the new name or location selected shall be sent to the 
Office of the Comptroller of the Currency; but no change of name or 
location shall be valid until the Comptroller shall have issued his 
oe ate of appoors! of the same. 

) [12U.S.C., sec. 31; 24 Stat. 19] [That all] AU debts, liabilities, 
rights, provisions, and powe rs of the association under its old name 
shall devolve upon and inure to the association under its new name. 
[i2 U.S. C., sec. 32; 24 Stat. 19] [That nothing in this Act contained] 
Nothing contained in this Act shall be so construed as in any manner to 
release any national banking association under its old name or at its 
old location from any liability, or affect any action or proceeding in 
law in which said association may be or become a * DR v or interested. 


§ 41. Dealing with own stock [12 U. S. ©:. sec, - R. S., sec ». 5201] 

No association shall make any loan or sae on the sectrity of 
the shares of its own capital stock, nor be the purchaser or holder of 
any such shares, unless such security or purchase shall be necessary to 
prevent loss upon a debt previously contracted in good faith; and 
stock so purchased or acquired shall, within six months from the time 
of its purchase, be sold or disposed of at public or private sale; or, 
in default thereof, a receiver may be appointed to close up the busi- 
ness of the [association, according to section fiftv-two hundred and 
thirty-four. ] association pursuant to this Act. 


§ 42. Depositaries and financial agents [12 U.S. C., see. 90; R.S., see. 
51538 

(a) All national banking associations, designated for that purpose 
by the Secretary of the Treasury, shall be depositaries of public 
money, under such regulations as may be prescribed by the Secretary; 
and they may also be employed as financial agents of the Government; 
and they shall perform all such reasonable duties, as depositaries of 
public money and financial agents of the Government, as may be 
required of them. The Secretary of the Treasury shall require the 
associations thus designated to give satisfactory security, by thi 
deposit of United States bonds and otherwise, for the safekeeping and 
prompt payment of the public money de posited with them, and for 
the faithful performance of their duties as financial agents of the 
Government[: Provided, That the Secretary shall, on or before the 
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first of January of each year, make a public statement of the securities 
required during that year for such deposits. And every association 
so designated as receiver or depositary of the public money shall take 
and receive at par all of the national currency bills, by whatever 
association issued, which have been paid into the Government for 
internal revenue, or for loans or stocks: Provided, That the]. The 
Secretary of the Treasury shall distribute the deposits herein provided 
for, as far as practicable, equitably between the different States and 
sections. 

(6) Any national banking association may, upon the deposit with 
it of any funds by any State or political subdivision thereof or any 
agency or other governmental instrumentality of one or more States 
or politic ‘al subdivisions thereof, including any officer, employee, or 
agent thereof in his official capacity, give security for the safekee ‘ping 
and prompt payment of the funds so deposited to the same extent 
and of the same kind as is authorized by the law of the State in which 
such association is located in the case of other banking institutions in 
the State. 


§ 43. Investment in bank premises. [12 U.S. C., see. 371d; Federal 
Reserve Act, sec. 24A] 

[Hereafter no] No national bank, without the approval of the 
Comptroller [of the Currency, and no State member bank, without 
the approval of the Board of Governors of the Federal Reserve Sys- 
temJ, shall (1) invest in bank premises, or in the [stock] siocks, 
bonds, debentures, or other such obligations of any corporation hold- 
ing the premises of such bank or (2) make loans to or upon the security 
of the stock of any such corporation, if the aggregate of all such in- 
vestments and loans, together with the amount of any indebtedness 
incurred by any such corporation which is an affiliate of the bank, as 
defined in [section 2 of the Banking Act of 1933, as amended,] 
section 31 of the Federal Reserve Act, will exceed [the amount of the 
capital stock of such bank. 1 100 per centum of the capital stock or 50 
per centum of the capital and surplus of such bank, whichever is greater. 


§ 44. Restrictions on engaging in the banking business [12 U.S. C., 
sec. 378; Banking Act of 1933, see. 21]. 

(a) After [the expiration of one vear after the date of enactment 

of this Act] June 16, 1934, it shall be unlawful 

(1) For any person, firm, corporation, association, business 

trust or other similar organization, engaged in the business of 

issuing, underwriting, selling, or distributing, at wholesale or 

retail, or through syndicate participation, stocks, bonds, deben- 

tures, notes, or other see urities, to e ngage at the same time to any 

extent whatever in the business of receiving deposits subject to 

check or to repayment upon presentation of a pass book, certificate 

of deposit, or other evidence of debt, or upon request of the 

depositor: Provided, That the provisions of this paragraph shall 

not prohibit national banks or State banks or trust companies 

(whether or not members of the Federal Reserve System) or other 

financial institutions or private bankers from dealing in, under- 

writing, purchasing, and selling investment securities to the extent 

permitte d to national banking associations by [the provisions of 

section 5136 of the Revised Statutes, as amended (U.S. C., title 

12, sec. 24; Supp. VII, Title 12, sec. 24)] section 32 of this Act: 
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Provided further, That nothing in this paragraph shall be construed 
as affec ting in any way suc th right as any bank, banking associa- 
tion, savings bank, trust company, or other banking institution, 
may otherwise possess to sell, without recourse or agreement to 
repurchase, obligations evidencing loans on real estate; or 

(2) For any person, firm, corporation, association, business 
trust, or other similar organization to engage, to any extent what- 
ever with others than his or its officers, agents, or employees, in 
the business of receiving deposits subject to check or to repay- 
ment upon presentation of a pass book, certificate of deposit, o 
other evidence of debt, or upon request of the depositor, unless 
such person, firm, corporation, association, business trust, or other 
similar organization (A) shall be incorporated under, and au- 
thorized to engage in such business by, the laws of the United 
States or of any State, [Territory, or District, or] and subjected, 
by the laws of the United States, or of the State wherein located, to 
ae and regulation, (B) shall be permitted by any [State, 
Territory, or District] State to engage in such business and shall 
be piliceead by the law of such [Si: ite, Territory, or District] 
State to examination and regulation, or (C) shall submit to 
periodic examination by the banking authority of the [State, 
Territory, or Dist trict] State where rudd business is carried on 
and shall cai and publish periodic reports of its condition, 
exhibiting in detail its resources and liabilities, such examination 
and reports to be made and published at the same times and 
in the same manner and under the same conditions as required 
by the law of such [State, Territory, or District] State in the 
case of incorporated banking institutions engaged in such busi- 
ness in the same locality. 

(6) From and after the effecti ve date of this Act ut shall be unlawful for 
any institution organized under the laws of the 1 inited States in any 
manner to represent by its name, advertisements, communications, or 
otherwise that it is a bank unless the law under which such institution is 
organized expressly authorizes ut to engage in the business of receiving 
demand de posits and of making loans and discounts, or if not authoriz ed 
to ee in such business. expressly authorize the use of the word “bank’’ 

r its en or business name. 

~ Db] c) W biter er shall willfully violate any of the provisions of this 
section shall upon conviction be fined not more than $5,000 or impris- 
oned not more than five years, or both, and any officer, director, em- 
ployee, or agent of any person, firm, corporation, association, business 
trust, or other similar organization who knowingly participates in any 
such violation shall be punished by a like fine or imprisonment, or 
both. 


4b. Acting as insurance agent or broker [12 U. S. C., sec. 92; 39 


Stat. 753] 

[That in addition to the powers now vested by law in national 
banking associations organized under the laws of rip United States 
any such] . Any national banking association located and pone busi- 
ness in any place the population of which does not ¢ aeeet'l  thou- 
sand inhabitants, as shown by the last preceding dseenniat Census, 
may, under such ae and regulations as may be prescribed by the 
Comptroller [of the Currency], act as the agent for any fire, life, 


cor 
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or other insurance company authorized by the authorities of the State 
in which said bank is located to do business in said State, by solicit- 
ing and selling insurance and collecting premiums on policies issued 
by such company; and may receive for services so rendered such fees 
or commissions as may be agreed upon between the said association 
and the insurance company for which it may act as agent; and may 
also act as the broker or agent for others in making or procuring 
loans on real estate located within one hundred miles of the place in 
which said bank may be located, receiving for such services a reason- 
able fee or commission: Provided, however, That no such bank shall 
in any case guarantee either the principal or interest of any such 
loans or assume or guarantee the payment of any premium on insur- 
ance policies issued through its agency by its principal: And provided 
further, That the bank shall not guarantee the truth of any statement 
made by an assured in filing his application for insurance. 


§ 46. Acts in conte mplation of insolve ney [12 U.S. C., sec. 91; R.S., 
sec. 5242] 


All transfers of the notes, bonds, bills of exchange, or other evi- 
dences of debt owing to any national banking association, or of 


dey Osits 
to its credit: all assignments of mortgages, sureties on real tale 
or of judgments or decrees in its favor; all deposits of money, bullion, 
or other valuable thie for its use, or for the use of any of its share- 
holders or creditors; and all payments of money to e ithe r, made after 
the commission of an act of insolvency, or in contemplation thereof, 
made with a view to preve nt the oO eet of its assets in the manner 
prescribed by this [el ape rj Act, or with a view to the preference of 
one creditor to another, [except in payment of its circulating notes] 
shall be utterly null ia void; and no attachment, injunction, or 
execution, shall be issued against such association or its property 
before final judgment in any suit, action, or proceeding, in any State, 
county, or municipal court 


S 


y tH 


Gener DrOWSU n for amending article S 


E reept as otherwise specifically provide d by law. 01 by the articles of 
association of the particular national banking association, the articles of 
association fa national banking association may be amended with 
respect to any lawful matter, and any action requiring the appror val of 
the stockhol lers of such association m ay be had by the ¢ approving vole of 
the holders of a me yor uly of the voting shares of the stock of the association 
obtained at a meeting of the stockholders called and held pursuant to 
nolice athe n by mail at least ter days prior lo the meeting or pursuant to 
a waive r of such notice even by all stockholders entitle d to rece ive notice 


of such meeting. A certified copy of every amendment to the articles of 
association adopted by the shareholders of a national ban ki ING ASsoc vation 
shall be horiwal led to the Comptroller, t » be filed and preserved / his 
office. 


Cnuaprer 7—Narionat Bank Examinations AND REpor?Ts 


$48. Examinations of banks [12 U.S. C., see. 481; R.S., sec. 52409 

The Comptroller [of the Currency], with the approval of the 
Secretary of the Treasury, shall appoint examiners who shall examine 
every national bank twice in each calendar vear, but the Comptroller, 
in the exercise of his discretion, may waive one such examination or 
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cause such examinations to be made more frequently if considered 
necessary. The waiver of one such examination as above provided 
shall not be exercised more frequently than once during any two- 
year period. The examiner making the examination of any national 
bank shall have power to make a thorough examination of all the 
affairs of the bank and in doing so he shall have power to administer 
oaths and to examine any of the officers and agents thereof under 
oath and shall make a full and detailed report of the [condition] condi- 
tions of said bank to the Comptroller [of the Currency]: Provided 
That in making the examination of any national bank the examiners 
shall include such an examination of the affairs of all its [affiliates] 
affiliates, as defined in the Federal Reserve Act, other than member banks 
as shall be necessary to disclose fully the relations between such bank 
and such affiliates and the effect of such relations upon the affairs 
of such bank; and in the event of the refusal to give anv information 
required in the course of the examination of any such affiliate, or in the 
event of the refusal to permit such examination, all the rights, priv- 
ileges, and franchises of the bank shall be subject to forfeiture in 
accordance with [section 2 of the Federal Reserve Act, as amended 
(U.S. C., title 12, sees. 141, 222-225, 281-286, and 502).J the Provisions 
of the Federal Reserve Act, as amended. The Comptroller [of the 
Currency] shail have power, and he is hereby authorized, to publish 
the report of his examination of any national banking association or 
affiliate which shall not within one hundred and twenty days after 
notification of the recommendations or suggestions of the Comptroller, 
based on said examination, have complied with the same to his 
satisfaction. Ninety days’ notice prior to such publicity shall be 
given to the bank or affiliate. 

(b) The examiner making the examination of any affiliate of « 
national bank shall have power to make a thorough examination of all 
the affairs of the affiliate, and in doing so he shall have power to admin- 
ister oaths and to examine any of the officers, directors, employees, and 

agents thereof under oath and to make a report of his findings to the 
( ‘omptroller [of the Currency]. The expense of examinations of such 
affiliates may be assessed by the Comptroller [of the Currency] upon 
the affiliates examined in proportion to assets or resources held by the 
affiliates upon the dates of examination of the various affiliates. If 
any such affiliate shall refuse to pay such expenses or shall fail to do 
so within sixty days after the date of such assessment, then such ex- 
penses may be assessed against the affiliated national bank and, when 
so assessed, shall be paid by such national bank: Provided, however, 
[That,] That if the affiliation is with two or more national banks, 
such expenses may be assessed against, and collected from, any or all 
of such national banks in such proportions as the Comptroller Lof the 
Currency] may prescribe. [The exam iners and assistant examiners 
making the examinations of national banking associations and affiliates 
thereof herein provided for and the chief examiners, reviewing exam- 
iners and other persons whose services may be required in connection 
with such examinations or the reports thereof, shall be employed by 
the Comptroller of the Currency with the approval of the Secretary of 
the Treasury; the employment and compensation of examiners . chief 
examiners, reviewing examiners, assistant examiners, and the other 
employees of the office of the Comptroller of the Currency whose 
compensation is and shall be paid from assessments on banks or affili- 
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ates thereof shall be without regard to the provisions of other laws 
applicable to officers or employees of the United States. The funds 
derived from such assessment may be deposited by the Comptroller 
of the Currency in accordance with the provisions of section 5234 
of the Revised Statutes (U.S. C., title 12, see. 192) and shall not be 
construed to be Government funds or appropriated monies; a the 
Comptrelier of the Currency is authorized and en 1powered to pre- 
scribe regulations governing the computation ang assessment of the 
expenses of examinations herein provided for and the collection of such 
assessments from the banks and/or aifiliates ania }’ If any 
affiliate of a national bank shall refuse to permit an examiner to make 
an examination of the affiliate or shall refuse to give any information 
required in the course of any such examination, the national bank with 
which it is affilated shall be subject to a penalty of not more than 
$100 for each day that any such refusal shall continue. Such penalty 
may be assessed by the Comptroller [of the Currency] and collected 
in the same manner as expenses of examinations. 

(c) In any case in which the Comptroller deems it necessary, either 
because of inadequacy of examination or for any other reason arising 
in the course of Supe rvision of any national bank, he may require at 
such times as he deems necessary that such national bank have an audit 
by an independent individual or firm approved by the Comptroller. The 
expense of any such audit shall be borne by the bank so audited. 

§ 4.9. Expenses of eraminations [12 U.S. C., sec. 482; R.S., sec. 5240] 

(a) [The Comptroller of the Currency shall fix the salaries of all 
bank examiners and make report thereof to Congress.] The expense 
of the examinations herein provided for shall be assessed by the 
Comptroller [of the Currency] upon national banks in proportion to 
their assets or resources. The assessments may be made more fre- 
que ‘ntly than annually at the discretion of the Comptroller [of the 
Currency]. The annual rate of such assessment shall be the same 
for all national banks, except that banks examined more frequently 
than twice in one calendar year shall, in addition, be assessed the 
expense of these additional examinations. 

(6) In addition to the expense of examination to be assessed by the 
Comptroller [of the Currency] as heretofore provided, all national 
banks exercising fiduciary powers and all banks or trust companies 
in the District of Columbia exercising fiduciary powers shall be 
assessed by the Comptroller [of the Currency] for the examination 
of their fiduciary activities a fee adequate to cover the expense thereof. 

(c) The funds derived from such assessments may be deposited Ou the 
Comptroller in accordance with the provisions of section 59 (b) of this 
Act, and shall not be construed to be Government funds or appropriated 
monies; and the Comptroller is authorized and empowered to prescribe 
regulations governing the computation and assessment of the expenses of 
examinations herein provided for and the collection of such assessments 
from the banks and/or affiliates eramined® 


§ 50. Confidentiality of examination reports 


Reports of examinations made by national bank examiners of financial 
institutions under the jurisdiction of the Comptroller, related correspond- 
’ Employment of examiners and other employees is covered in sec. 7 of title lof S. 1451. The last sentence 


within the brackets is incorporated in sec. 49 (c) of title I of 8. 1481. 
* This sentence is derived from section 481 of title 12 of the U. 8. C, 
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ence and papers, and other information obtained by the Comptroller in 
the exercise of his visitatorial powers, shall be confidential documents 
privileged against disclosure without the consent of the Comptroller: 
Provided, however, That such documents shall be made available to the 
committees of the Congress upon request. 

§$ 51. State examination or license prohibited 


No national banking association shall be subjected to eramination by, 
or be required to py any license or assessment fee or ' pe nalty to, any 
State, political subdivision of any State, or any officer, ageney or instru- 
mentality of any State or political subdivision thereof under the require- 
ments of any State or local law, in connection with or as an incident to 
such association’s authority to carry on any share of the business which 
by law it has the right and power to conduct. No person, copartnership, 
association, 07 corporation shall be prohibited from borrowing from or 
discounting or negotiating promissory notes, drafts, bills of erchange, 
conditional sales contracts, installment consumer paper, or any other 
evidences of debt or otherwise dealing with, a national banki ing association 


because of the fact that such association has not been licen sed pursuant to 
any State or local law. 


§ 52. Reports by national banks. Fi2 U.S. C., sec. 161; R:S., sec. 


3211] 5. ER 


(a) [Everv association shall make to the Comptroiler of the Cur- 
rency not less than three reports during each year, according to the 
form which may be presc nibed by him, verified by the oath or affirma- 
tion of the president, or of the cashier, or of a vice president, or of an 


assistant cashier of the association dc siguated by its board of directors 
to verify such reports in the absence of the president and cashier, taken 
before a notary public properly authorized and commissioned by the 
State in which such notary resides and the association is located, or any 
other officer having an official seal, authorized in such State to ad- 
minister oaths, and attested by the signature of at least three of the 
directors. Each such report shall exhibit, in detail and under appro- 
priate heads, the resources and liabilities of the association at the close 
of business on any past day by him specified, and shall be transmitted 
to the Comptroller within five days after the receipt of a request or 
requisition therefor from him; and the statement of resources and 
liabilities, together with acknowledgment and attestation in the same 
form in which it is made to the Comptroller, shall be published in a 
newspaper published in the place where such association is established, 

or if there is no newspaper in the place, then in the one published near- 
est thereto in the same county, at the expense of the association; and 
such proof of publication shall be furnished as may be required by the 
Comptrolle rj Every national bank shall make to the Comptroller not 
less than three reports of condition during each year. Such re ports shall 
be made on the call of the Comptroller on dates to be fired by him and 
shall be in such form and shall contain such iifor mation as he may require. 

The Comptroller may require such reports to be published by all national 
banks on the same date in accordance with such regulations as he may 
prescribe. In addition, every national bank shall make to the Comptroller 

reports of the payme nt of dividends in suck form and at such times as he 
may require. The ( ‘omptroller shall also have the power to call for 
special reports from any particular [association] national bank when- 
ever in his judgment the same are necessary in order to obtain a full 
and complete knowledge of its condition. 
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(b) Each national banking association shall obtain from each of its 
affiliates other than member banks and furnish to the Comptroller 
[of the Currency] not less than three reports during each year, in 
such form as the Comptroller may prescribe, verified by oath or 
affirmation of the president or such other officer as may be designated 
by the board of directors of such affiliate to verify such reports, dis- 
closing the information hereinafter provided for as of dates identical 
with those for which the Comptroller shall during such year require the 
reports of the condition of the association. For the purpose of this 
section the term ‘‘affiliate” shall include holding company affiliates as 
well as other [affiliates.] affiliates as defined in section 31 of the Federal 
Reserve Act. Each such report of an affiliate shall be transmitted to 
the Comptroller at the same time as the corresponding report of the 
association, except that the Comptroller may, in his discretion, extend 
such time for good cause shown. Each such report shall contain such 
information as in the judgment of the Comptroller [of the Currency] 
shall be necessary to disclose fully the relations between such affiliate 
and such bank and to enable the Comptroller to inform himself as to 
the effect of such relations upon the affairs of such bank. The reports 
of such affiliates shall be published by the association under the same 
conditions as govern its own condition reports. ‘The Comptroller 
shall also have power to call for additional reports with respect to 
any such affiliate whenever in his judgment the same are necessary in 
order to obtain a full and complete knowledge of the conditions of the 
association with which it is affiliated. Such additional reports shall 
be transmitted to the Comptroller [of the Currency] in such form as 
he may prescribe. Any such affiliated bank which fails to obtain and 
furnish any report required under this section shall be subject to a 
penalty of $100 for each day during which such failure continues. 

(c) [12 U.S. C., sec. 164; R.S., sec. 5213] Every association which 
fails to [make and] transmit [any report required under either of 
the two preceding sections shall be subject to a penalty of one hundred 
dollars for each day after the periods, respectively, therein mentioned, 
that it delays to make and transmit its report] such reports within 
ten days after the date they are called for shall be subject to a penalty 
of $100 a day for each day it fails to transmit such reports and such 
penalty shall be collected by the Comptroller by suit or otherwise. [When- 
ever any association delays or refuses to pay the penalty herein im- 
posed, after it has been assessed by the Comptroller of the Currency, 
the amount thereof may be retained by the Tre: asurer of the United 
States, upon the order of the Comptroller of the ¢ Currency, out of the 
interest, as it may become due to the association, on the bonds 
deposited with him to secure circulation. ] All sums of money 
collected for penalties under this [section] subsection shall be paid 
into the Treasury of the United States. 


CuapTER 8-—-ConsoLipATIONS, Mer@ers, AND CONVERSIONS 


§ 53. Consolidation of national banks [12 U.S. C., see. 33; 40 Stat. 
1043] 

[That any two or more national banking associations located within 
the same State, county, city, town, or village may, with the approval 
of the Comptroller of the Currency, consolidate into one association 
under the charter of either existing banks, on such terms and conditions 
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as may be lawfully agreed upon by a majority of the board of directors 
of each association proposing to consolidate, and be ratified and 
confirmed by the affirmative vote of the shareholders of each such 
association owning at least two-thirds of its capital stock outstanding, 
at a meeting to be held on the call of the directors after publishing 
notice of the time, place, and object of the meeting for four consecutive 
weeks in some newspaper published in the place where the said asso- 
ciation is located, and if no newspaper is published in the place, then in 
a paper published nearest thereto, and after sending such notice to 
each shareholder of record by registered mail at least ten days prior 
to said meeting: Provided, That the capital stock of such consolidated 
association shall not be less than that required under existing law for 
the organization of a national bank in the place in which it is located: 
And provided further, That if such consolidation shall be voted for at 
said meetings by the necessary majorities of the shareholders of each 
of the associations proposing to consolidate, any shareholder of any 
of the associations so consolidated, who has voted against such con- 
solidation at the meeting of the association of which he is a shareholder 
or has given notice in writing at or prior to such meeting to the pre- 
siding officer that he disse nts from the plan of consolidation, shall be 
entitled to receive the value of the shares so held by him if and when 
said consolidation shall be approved by the Comptroller of the 
Currency, such value to be ascertained as of the date of the Comp- 
troller’s approval by an appraisal made by a committee of three 
persons, one to be selected by the shareholder, one by the directors, 
and the third by the two so chosen; and in case the value so fixed shall 
not be satisfactory to the shareholder he may within five days after 
being notified of the appraisal appeal to the Comptroller of the 
Currency, who shall cause a reappraisal to be made, which shall be 
final and binding; and if said reappraisal shall exceed the value fixed 
by said committee, the bank shall pay the expenses of the reappraisal; 
otherwise the appellant shall pay said expenses, and the value so 
ascertained and determined shall be deemed to be a debt due and be 
forthwith paid to said shareholder from said bank, and the share so 
paid shall be surrendered and after due notice sold at public auction 
within thirty days after the final appraisement provided for in this Act. 

[Publication of notice and notification by registered mail of the 
meeting provided for in the foregoing paragraph may be waived by 
unanimous action of the shareholders of the respective associations. 
Where a dissenting shareholder has given notice as above provided to 
the association of which he is a shareholder of his dissent from the 
plan of consolidation, and the directors thereof fail for more than 
thirty days thereafter to appoint an appraiser of the value of his shares, 
said shareholder may request the Comptroller of the Currency to 
appoint such appraiser to act on the appraisal committee for and on 
behalf of such association. 

[lf shares, when sold at public auction in accordance with this 
section realize a price greater than their final appraised value, the 
excess in such sale price shall be paid to the shareholder. The con- 
solidated association shall be liable for all liabilities of the respective 
consolidating associations. In the event one of the appraisers fail to 
agree with the others as to the value of said shares, then the valuation 
of the remaining appraisers shall govern. ] 

) Any two or more national banking associations located within the 
same State may, with the approval of the Comptroller, consolidate into- 
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one association under the charter of either existing bank, on such terms 
and conditions as may be lawfully agreed upon by a majority of the 
board of directors of each association proposing to consolidate, and be 
ratified and confir med by the affirmative vote of the shareholders of each 
such association ow ning at least two-thirds of its capital stoek outstand- 
ing, at a meeting to be held on the call of the directors after publishing 
notice of the time, place, and object of the mec ching for four consecutiwe 
weeks in a newspaper of general circulation published in the plaee where 
the association is located, or, if there is no such newspaper, then in a 
newspaper of general circulation published nearest thereto, and afier send- 
ing such notice to each shareholder of record by certified or registered mail 
at least ten days prior to the meeting, except to those shareholders who 
specifically waive notice. Publication of notice may be waived by 
unanimous action of the shareholders of the resp a associations. 

(b) The consolidated associations shall he liable for l Liabili ties 0} 
the respective consolidating associations. The capi ey uae of such 
consolidated association shall not be less than that required under existing 
law for the organization of a national bank in the place in which it is 
located d: Provided, That if such consolidation shall be veted for at said 
meetings by the necessary majorities of the shareholders of each of the 
associations proposing to consolidate, and thereafter the consolidation 
shall be approved by the Comptroller, any shareholder of any of the 
associations so consolidated. who has voted against such consolidation 
at the meeting of the association of which he is a shareholder or has given 
notice in writing at or prior to such meeting to the presiding officer that he 
disse ws from the plan of consolidation, shail be entitled to reeeive the 
value ¢ f the shares so held by him if and when said consolidation shall be 
daniel by the Comptroller upon written request made to the consolidated 
association at any time before thirty days after the date of consummation 
of the consolidation, accompanied by the surrender of his stock cert ificates. 

(c) The value of the shares of any dissenting shareholder shall be 
ascertained, as of the e flective date oF the consolidation. by an appraisal 
made by a committe of three per SONS, COMPOse d of (1) one selected 6 y the 
rote of the holders of the majority of the stock, the owners of which are 
entitled to payment in cash; (2) one selected by the directors of the consoli- 
dated banking association; vad 3) one se lee ted by the two so selected. 
The valuation agreed upon by any two of the three appraisers shall govern. 
If the value so fired shall not be satisfactor y to any dissenting sha reholder 
who has requested payment, that shareholder may, within five days after 
being notified of the appraised value of his shares, appeal to the Comp- 
troller, who shall cause a reappraisal to be made which shall be final and 
binding as to the value of the shares of the appellant. 

(d) If, within ninety days from the date of consummation of the con- 
soltladion, for any reason one or more of the appraisers is not selected as 
herein prov ided, or the appraisers. fail to determine the value of such shares, 
the Comptroller shall upon written request of any interested party, cause 
an appraisal to be made which shall be final and binding on all parties. 
The expenses of the Comptroller in making the reappraisal or the appraisal, 
as the case may be, shall be paid by the consolidated banking association. 
The value of the shares ascertained shall be promptly paid to the dissenting 
shareholders by the consolidated banking association. Within thirty 
days after payment has been made to all dissenting shareholders as pro- 
vided for in this section, the shares of stock of the consolidated banking 
association which would have been delivered to such dissenting shareholders 
had they not requested payment shall be sold by the consolidated banking 
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association at an advertised unre auction, unless some other method 
of sale is approved by the Comptroller, and the consolidated banking 
association shall have the right to purchase such shares at public auction, 
af it is the highest bidder therefor, for the purpose of reselling such shares 
within thirty days thereafter to such person or persons and at such price 
not less than par as its board of directors by resolution may determine. 
If the shares are sold at public auction at a price greater than the amount 
paid to the dissenting shareholders the excess in such sale price shall be 
paid to said shareholders. 

(e) [12 U.S. C., sec. 34; 40 Stat. 1044]—[[That associations consoli- 
dating with another association under the provisions of this Act shall 
not be required to deposit lawful money for their outstanding circula- 
tion, but their assets and liabilities shall be reported by the association 
with which they have consolidated. And all the rights, franchises, 
and interests of the said national bank so consolidated in and to every 
species of property, personal and mixed, and choses in action thereto 
belonging, shall be deemed to be transferred to and vested in such 
national bank into which it is consolidated without any deed or other 
transfer, and the said consolidated national bank shall hold and enjoy 
the same and all rights of property, franchises, and interests in the 
same manner and to the same extent as was held and enjoyed by the 
national bank so consolidated therewith.] The corporate existence of 
each of the consolidating banking associations participating in such con- 
solidation shall be merged into and continued in the consolidated national 
banking association and such consolidated national banking association 
shall be deemed to be the same corporation as each banking association 
participating in the consolidation. All rights, franchises, and interests 
of the individual consolidating banking associations in and to every type 
of property (real, personal, and mixed) and choses in action shall be 
tran sf rred to and vested in the consolidated national banking association 
by virtue of such consolidation without any deed or other transfer. The 
consolidated national banking association, upon the consolidation and 
without any order or other action on the part of any court or otherwise, 
shall hold and enjoy all rights of property, franchises, and interests, 
including appointments, designations, and nominations, and all other 
rights and interests as trustee, executor, administrator, registrar of stocks 
and bonds, guardian of estates, assignee, receiver, committee of estates of 
lunatics, and in every other fiduciary capacity, in the same manner and 
to the same extent as such rights, franchises, and interests were held or 
enjoyed by any one of the consolidating banking associations at the time 
of consolidation, subject to the conditions hereinafter provided, 

(f) Where any consolidating banking association, at the time of the 
consolidation, was acting under appointment of any court as trustee, 
executor, administrator, registrar of stocks and bonds, guardian of 
estates, assignee, receiver, committee of estates of lunatics, or in any 
other fiduciary capacity, the consolidated national banking association 
shall be subject to removal by a court of competent jurisdiction in the 
same manner and to the same extent as was each consolidating banking 
association prior to the consolidation. Nothing contained in this sec- 
tion shall be considered to impair in any manner the right of any court 
to remove the consolidated national banking association and to appoint 
in lieu thereof a substitute trustee, executor, or other fiduciary, except 
that such right shall not be exercised in such a manner as to diserimi- 
nate against national banking associations, nor shall any consolidated 
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national banking association be removed solely because of the fact that 
it is a national banking association. 

(g) Stock of the consolidated national banking association may be 
issued as provided by the terms of the consolidation agreement, free 


from any preemptive rights of the shareholders of the respective con- 
solidating banks. 


§ 54. Consolidation of State bank into national bank [12 U.S. C., see. 
34a: 44 Stat. 1225] 

[That any bank incorporated under the laws of any State, or any 
bank incorporated in the District of Columbia, may be consolidated 
with a national banking association located in the same State, county, 
citv, town, or village under the charter of such national banking 
association on such terms and conditions as may be lawfully agreed 
upon by a majority of the board of directors of each association or 
bank proposing to consolidate, and which agreement shall be ratified 
and confirmed by the affirmative vote of the shareholders of each 
such association or bank owning at least two-thirds of its capital 
stock outstanding, or by a greater proportion of such capital stoc . in 
the case of such State bank if the laws of the State where the same 
is organized so require, at a meeting to be held on the call of the 
directors after publishing notice of the time, place, and object of the 
meeting for four consecutive weeks in some newspaper of general 
circulation published in the place where the said association or bank 
is situated, and in the legal newspaper for the publication of legal 
notices o1 adve rtisements, if any such paper has been designated by 
the rules of a court in the county where such association or bank is 
situ: ted, and if no newspaper is published in the place, then in a 
i of general circulation published nearest thereto, unless such 
notice of meeting is waived in writing by all stockholders of any such 
idee et or bank, and after sending such notice to each shareholder 
of record by registered mail at least ten days prior to said meeting, but 
any additional notice shall be given to the shareholders of such State 
bank which ms Ly be required by the laws of the State where the aon 
is organized. The capital stock of such consolidated association shall 
not be less than that required under existing law for the organization 
of a national banking association in the place in which such consoli- 
lated association is located. Upon such a consolidation, or upon a 
consolidation of two or more national banking associations under sec- 
tion | of this Act, the corporate existence of each of the constituent 
banks and national banking associations participating in such consoli- 
dation shall be merged into and continued in the consolidated national 
banking association and the consolidated association shall be deemed 
to be the a corporation as each of the constituent institutions. 
All the rights, franchises, and interests of each of such constituent 
banks and national banking associations in and to every species of 
pr yperty, real, personal, and mixed, and choses in action thereto 
belonging, shall be deemed to be transferred to and vested in such 
consolidated national banking association without any deed or other 
transfer; and such consolidated national banking association, by virtue 
of such consolidation and without any order or other action on the 
part of any court or otherwise, shall hold and enjoy the same and all 
rights of property, franchise, and interests, including appointments, 
designations, and nominations and all other rights and interests as 








4? FINANCIAL INSTITUTIONS ACT OF 1957 


trustee, executor, administrator, registrar of stocks and bonds, guard- 
ian of estates, assignee, receiver, committee of estates of lunatics and 
in every other fiduciary capacity, in the same manner and to the 
same extent as such rights, franchises, and interests were held or 
enjoved by any such constituent institution at the time of such con- 
solidation: Provided, however, That where any such constituent insti- 
tution at the time of such consolidation was acting under appoint- 
ment of any co. rt as trustee, executor, administrator, registrar of 
stocks and bonds, guardian of estates, assignee, receiver, committee 
of estates of lunatics or in anv other fiduciary capacity, the consoli- 
dated national banking association shall be subject to removal by 2 
court of competent jurisdiction in the same manner and to the same 
extent as was such constituent corporation prior to the consolidation, 
and nothing herein contained shall be construed to impair in any 
manner the right of any court to remove such a consolidated national 
banking association and to appoint in lieu thereof a substitute trustee, 
executor, or other fiduciary, except that such right shall not be exer- 
cised in such a manner as to discriminate against national banking 
associations, nor shall any such consolidated association be removed 
solely because of the fact that it is a national banking association. 
If such consolidation shall be voted for at said meetings by the neces- 
sary majorities of the shareholders of the association and of the State 
or other bank proposing to consolidate, and thereafter the consoli- 
dation shall be approved by the Comptroller of the Currency, any 
shareholder of either the association om the State or ofher bonk = 
consolidated, who has voted against such oe at the meeting 
of the association of which he is a stockholder, or has ¢ civen notice in 
writing at or prior to such meeting to the ia ed officer that i 
dissents from the plan of consolidation, shall be entitled to receive 
the value of the shares so held by him if and when said consolidation 
shall be papers by the Comptroller of the Currency, such value to 
be ascertained as of the date of the Comptroller’s epproval by an 
appraisal made bs a committee of three persons, one to be selected 
by the shareholder, one by the directors of the consolidated asso- 
ciation, and the third by the two so chosen; and in case the velue so 
fixed shall not be satisfactory to such shareholder he may within five 
days efter * ing notified of the appraisal appeal to the ( ‘omptroller of 
the Currency, who shall cause a reappraisal to be made, which shall 
be final a binding; and the consolidated association shall pay the 
expenses of reappraisal, and the value as ascertained by such appraisal 
or reappraisal shall be deemed to be a debt due and shall be forthwith 
paid to said shareholder by said consolidated association, and the 
shares so paid for shall be surrendered and, after due notice, sold at 
public auction within thirty days after the final appraisement pro- 
vided for in this Act; and if the shares so sold at public auction 
shall be sold at a price greater than the final appraised value, th 
excess in such sale price shall be paid to the seid shareholder; and the 
consolidated association shall have the right to purchese such shares 
at public auction, if it is the highest bidder therefor, for the purpose 
of reselling such shares within thirty days thereefter to such person 
or persons and at such price as its board of directors by resolution me 

determine. The liquidation of such shares of stock in any State 
bank shall be determined in the manner prescribed by the law of the 
State in such cases if such provision is made in the State law: other- 
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wise as hereinbefore provided, No such consolidation shall be in 
ontravention of the law of the State under which such bank is 
incorporated. 

[Where a dissenting shareholder has given notice as provided in this 
section to the bank of which he is a shareholder of his dissent from the 
plan of consolidation, and the directors thereof failed for more than 
thirty days thereafter to appoint an appraiser of the value of his shares, 
said shareholder may request the Commaanian of the Currency to 
appoint such appraiser to act on the appraisal committee for and on 
behalf of such bank. In the event one of the appraisers fails to agree 
with the others as to the value of said shares, then the valuation of the 
remaining appraisers shall govern.] 

(a) Any bank incorporated under the laws of any State may with 
the approval of the Comptroller be consolidated with a national banking 
association located in the same State under the charter of such national 
bankir ng Assoc iation on such terms and conditions as may be lawfully 
agreed upon by a majority of the board of directors of each association or 
bank proposing to consolidate, and which agreement shall be ratified and 
confirmed by the affirmative vote of the shareholders of each such association 

bank owning at least two-thirds of its capital stock outstanding, or by a 
greater proportion of such capital stock in the case of such State bank of the 
laws of the State w here the same is organized so require, at a meeting to be 
held on the call of the directors after publishing notice of the time, place, 
and object of the meeting for four consecutive weeks in a newspaper of 
general circulation published i in the place where the association or bank is 
located, or if there is no such newspaper, then in a paper of general circu- 
lation published nearest thereto, and after sending such notice to each 
shareholder of record by certified or registered mau at least ten days prior 
to the meeting, except t Lo those shareholders who specifically waive notice, 
hut any additional notice shall be given to the shareholders of such State 
hank w hich may be required by the laws of the Stale where the same is 
organized. Publication of notice may be waived by unanimous action of 
the shareholders of the association or State bank. 

b) The consolidated association shall be liable for all liabilities of the 
respective consolidating banks. The capital stock of such consolidated 
association shall not be less than that required under existing law for the 
organi sation of a national bank in the place in which it is located: 
Provided, That if such consolidation shall be voted for at said meetings 
by the MeECESSArTY majorit ies of the shareholi lers of the association and of 
the State bank proposing to consolidate, and thereafter the consolidation 
shall be approved by the Comptroller, any shareholder of either the asso- 
ciation or the State bank so consolidated, who has voted against such 
consolidation at the meeting of the association of which he is a stockhol der, 
or has given notice in writing at or prior to such meeting to the presiding 
officer that he dissents from the plan of consolidation, shall be entitled to 
receive the value of the shares so held by him if and when said consolidation 
shall be approver d by the Comptroller upon written request made to the 
consolidated association at any time before thirty pet after the date of 
consummation of the consolidation, accompanied by the surrender of his 
stock ce rtificate g. 

¢) The value of the shares of any disse nting shareholder shall be 
ascertained, as of the effective date of the consolidation, by an appraisal 
made by a committee of three persons, composed of (1) one selected by 
the vote of the holders of the majority of the stock, the owners of which 
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are entitled to payment in cash; (2) one selected by the directors of the 
consolidated banking association; and (3) one selected by the two so 
selected. The valuation agreed upon by any two of the three appraisers 

shall govern. If the value so fixed shall not be satisfactory to any dissent- 
ing shareholder who has requested payment, that shareholder may, within 
five days after being notified of the appraised value of his shares, appeal 
to the Comptroller, who shall te a reappraisal to be made which shall 
be final ane d binding as to the value of the shares of the appe llant. 

(d) If, within ninety days from the date of consummation of the con- 
solidation, for any reason one or more of the appraisers is not selected as 
herein provided, or the appraisers fail to determine the value of such shares, 
the Jomptroller shall upon writien request of any interested party, cause 
an appraisal to be made which shall be final and binding on all parties. 
The expenses of the Comptroller in making the reappraisal or the ap- 
praisal, as the case may be, shall be paid by the consolidated banking 
association. The value of the shares ascertained shall be promptly paid 
to the disse nting shareholders by the consolidated banki Ng association. 
Within thirty days after payment has been made to all dissenting share- 
holders as : Prov ided for in this section the shares of stock of the consolidated 
banking association which would have been delivered to such dissentii ng 
shareholders had they not requested payment shall be sold by the consol 
dated banking association at an adve rtised public auction, unless some 
other method of sale is approved by the Comptrolle Ps and the ees hidated 
banking association shall have the right to purchase any of such shares at 
such public auction, if it is the highest bidder therefor, for the purpose of 
reselling such shares within thirty days thereafter to such person or persons 
and at such price not less than par, as its board of directors by resolution 
may determine. If the shares are sold at public auction ata price qreater 
than the amount paid to the dissenting shareholders the excess in such sale 
price shall be paid to said shareholders. The appraisal of such shares of 
stock in any State bank shall be determined in the manner prescribed by 
the law of the State in such cases if such provision is m 1ade in the State 
law: : otherun iIS@ AS here inbe fore provide d. No such consolidation shall be 
in contravention of the law of the State under which such bank is in- 
corporated. 

(e) The cor porate existence of each of the consolidating banks or 
banki ing. associations participating in such consolidation shall be merged 
into and continued in the consolidated national banking association and 
such consolidated national banking association shall be deemed to be the 
same corporation as each bank or banking association participating in 
the consolidation. All rights, franchises, and interests of the individual 
consolidating banks or banking associations in and to every type of 
property (real, personal, and mixed) and choses in action shall be trans- 
ferred to and vested in the consolidated national banking association by 
virtue of such consolidation without any deed or other transfer. The 
consolidated national banking association, upon the consolidation and 
without any order or other action on the part of any court or otheruy 
shall hold and enjoy all rights of property, franchises, and sacaneate. 4 in- 
cluding appointments, designations, and nominations, and all other rights 
and interests as trustee, executor, administrator, registrar of stock and 
bonds, guardian of estates, assignee, receiver, committee of estates of luna- 
tics, and in every other fiduciary capacity, in the same manner and to the 
same extent as such rights, franchises, and interests were held or enjoyed 
by any one of the consolidating banks or banking associations at the time 
of consolidation, subject to the conditions hereinafter provided. 
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(f) Where any consolidating bank or banking association, at the time 
of the consolidation, was acting under appointment of any court as trustee, 
executor, administrator, registrar of stocks and bonds, guardian of estates, 
assignee, receiver, committee of estates of lunatics, or in any other fiduci iary 
capacity, the consolidated national banking association shall be subject 
to removal by a court of competent jurisdiction in the same manner and to 
the same extent as was each consolidating bank or banking association 
prior to the consolidation. Nothing contained in this section shall be 
considered to impair in any manner the right of any court to remove the 
consolidated national banking association and to appoint in lieu thereof 
a substitute trustee, executor, or other fiduciary, except that such right shall 
not be exercised in such a manner as to discriminate against national bank- 
ing associations, nor shall any consolide ited national banki ing assoc iation 
be removed solely because of the fact that it is a national banking association. 

(g) Stock of the consolidated national banki ing association may be issued 
as provided by the terms of the consolidation agreement, free from any pre- 
em ptive rights of the shareholders of the a consolidating banks. 

§$ 55. Merger into national bank [12 U.S. C., see. 34b; 66 Stat. 599] 

(a) One or more national banking associations or one or more State 
banks, with the approval of the Comptroller, under an agreement 
not inconsistent with this Act, may merge mto a national banking asso- 
ciation located within the same State, under the charter of the receiv- 
ing association. [[(b)] The merger agreement shall 

(1) be agreed upon im writing by a majority of the board of 

directors of each association or State bank participating in the 
plan of merger; 

(2) be ratified and confirmed by the affirmative vote of the 
shareholders of each such association or State bank owning at 
least two-thirds of [the] 7ts capital stoc outstanding, or by a 
greater proportion of such capital stock in the case of such State 
bank if the laws of the State w here the SAN LU is organized so requ re. 
at a meeting to be held on the call of the directors, after publishing 
notice of the time, place, and object of the meeting for four con- 
secutive weeks in a newspaper [Ewith] of general circulation 
published in the place where the association or State bank is 
located, or, if there is no sueh newspaper, then in a newspaper 
of ge neral circulation publis shed nearest thereto, and after sending 
such notice to each shareholder of record by certified or registered 
mail at least ten days prior to the meeting, except to those 
shareholders who specific ally waive [notice ;} notice, but any addi- 
tional notice shall be given to the shareholders of such State bank 
which may be required by the laws of the State where the same is 
organized. Publication of notice may be waived by wnanimous 
action of the shareholders of the association or State bank: 

(3) specifv the amount of the capital stock of the receiving 
Lassoc lation] association, which shall not be less than that required 
under existing law for the organization of a national bank in the 
place in which it is located and which will be outstanding upon 
completion of the merger, the amount of stock (if any) to be 
allocated, and cash (if any) to be paid to the shareholders of the 
association or State bank being merged into the receiving associa- 
tion; and 

(4) provide [the manner of disposing of any shares of the 
receiving association not taken by the shareholders of the associa- 
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tion or State bank] that the receiving association shall be liable 
for all liabilities of the association or State bank being merged into 
the receiving association. 

(b) If a merger shall be voted for at the called meetings by the 
necessary majorities of the shareholders of each association or State 
bank participating in the plan of merger, and thereafter the merger 
shall be approved by the Comptroller, any shareholder of any associa- 
tion or State bank to be merged into the receiving association who has 
voted against [the] such merger at the meeting of the [shareholders] 
association of which he is a stockholder, or has given notice in writing 
at or prior to [the] such meeting to the presiding officer that he 
diane nts from the plan of merger, shall be entitled to receive the value 
of the shares so held by him if and when [the] said merger shall be 
approved by the Comptroller upon written request made to the re- 
cewing association at any time before thirty days after the date of con- 
summation of the merger, accompanied by the surrender of his stock 
Ce em s. 

) The value of the shares of any dissenting shareholder shall be 
asce aided as of the effective date of the [meeting of the shareholders 
of the association or State bank approving the merger, ] merger by an 
appraisal made by a committee of three persons, composed of [[(i)] 
(1) one selected by the vote of the holders of [a] the majority of the 
stock, the owners of which are entitled to payment in cash; [(4i)] (2) 
one selected by the directors of the receiving association; and [(ii)J 
(3) one selected by the two so selected. The valuation agreed upon 
by any two of the three appraisers shall govern. If the value so 
fixed shall not be satisfactory to any dissenting shareholder who has 
requested payment, that shareholder may, within five days after 
being notified of the appraised value of his shares, appeal to the 
Comptroller, who shall cause a reappraisal to be made which shall 
be final and binding as to value of the shares of the appellant. 

(d) If, within ninety days from the date of consummation of the 
merger, for any reason one or more of the appraisers [have not been] 
is not selected as herein provided, or the appraisers [have failed] faz/ 
to determine the value of [the] such shares, the [Comptroller,] 
Comptroller shall upon written request of any interested party, [shall] 
cause an appraisal to be made which shall be final and binding on all 
parties. The expenses of the Comptroller in making the reappraisal 
or the appraisal, as the case may be, shall be paid ‘by the receiving 
association. The value of the shares ascertained shall be promptly 
paid to the dissenting shareholders by the receiving [association, and 
the shares so paid for shall be surrendered to and cancelled by the 
receiving] association. The shares of stock of the receiving association 
which would have been delivered to such dissenting shareholders had they 
not requested payment shall be sold by the recewing association at an 
advertised public auction, and the receiving association shall have the 
right to purchase any of such shares at such public auction, if it is the 
highest bidder therefor, for the purpose of reselling such shares vthin 
thirty days there: ufter to such person or persons and at such price not 
ae than par as its hoard of directors by resolution may determine. If 

he shares are sold at public auction at a price greater than the amount 
vid to the dissenting shareholders, the excess in such sale price shall be 
paid to said dissenting shareholders. The appraisal of such shares of 
stock in any State bank shall be determined in the manner prescribed by 
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the law of the State in such cases if such provision 1s made in the State 
law; otherwise, as hereinbefore provided. No such merger shall be in 
contravention of the law of the State under which such bank is incorpo- 
rated. ‘The provisions of this [paragraph] subsection shall apply only 
to shareholders of and stock owned by them in a bank or association 
heing merged into the receiving association. 

[(c)] (e) The corporate existence of [the merging association or 
State bank] each of the merging banks or banking associations partici- 
pating in such merger shall be merged into [that of] and continued in 
the receiving association and such receiving association shall be deemed 
to be the same corporation as each bank or banking association partici- 
pating in the merger. All rights, franchises, and interests of the in- 
dividual merging [association or State bank] banks or banking asso- 
ciations in and to every type of property (real, personal, and mixed) 
and choses in action shall be transferred to and vested in the receiving 
association by virtue of such merger without any deed or other trans- 
fer. The receiving association, upon the merger and without any 
order or other action on the part of any court or otherwise, shall hold 
and enjoy all rights of property, franchises, and mterests, including 
appointments, designations, and nominations, and all other rights and 
interests as trustee, executor, administrator, registrar of stocks and 
bonds, guardian of estates, assignee, receiver, committee of estates of 
lunatics, and in every other fiduciary capacity, in the same manner and 
to the same extent as such rights, franchises. and interests were held 
or enjoyed by any one of the merging [association or State bank] 
banks or banking associations at the time of the merger, subject to the 
conditions hereinafter provided. 

(f) Where anv merging [association or State bank] bank or banking 
association, at the time of the merger, was acting under appointment 
of any court as trustee, executor, administrator, registrar of stocks 
and bonds, guardian of estates, assignee, receiver, committee of estates 
of lunatics, or in any other fiduciary capacity, the receiving association 
shall be subje et to removal by a court of competent jurisdiction in the 
same manner and to the same extent as was [the] each merging bank 

r banking association [or State bank] prior to the merger. Nothing 
ako ted in this section shall be considered to impair in any manner 
the right of any court to remove [a] the receiving association and to 
appoint in lieu thereof a substitute trustee, executor, or other eat icl- 
ary, except that such right shall not be exercised in such a manner as 
to discriminate against national banking associations, nor seal 2ny 
receiving association be removed solely because of the fact that it is a 
national . wre association. 

C(d)] () CAny national banking association which is a receiving 
elapobitien may issue stock, with the approval of the cet 
and in accordance with law, to be delivered to the shareholders of « 
merging State bank or national banking assoc iation] Stock of the re- 
ceiving association may be issued as provided [for by a] by the terms of 
the merger agreement, free from any preemptive rights of the share- 
holders of the [receiving assoc iation} re spective merging banks. 


8 56. Conversion of State banks [i2 U.S.C ., sec. 35; R.S., see. 5154] 
(a) Any bank incorporated by special law of any State or of the 
United States or organized under the general laws of any State or of 
the United States and having an unimpaired capital sufficient to en- 
title it to become a national banking association under the provisions 





ne 
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of the existing laws may, by the vote of the shareholders owning not 
less than fifty-one per centum of the capital stock of such bank or 
banking association, with the approval of the Comptroller [of the 
Currency ] be converted into a national banking association, with any 
name approved by the Comptroller [of the Currency]: Provided, how- 
ever, That said conversion shall not be in contravention of the State 
law. Insuch case the articles of association and organization certificate 
may be executed by a majority of the directors of the bank or banking 
institution, and the certificate shall declare that the owners of fifty-one 
per centum of the capital stock have authorized the directors to make 
such certificate and to change or convert the bank or banking institu- 
tion into a national banking association. A majority of the directors, 
after executing the articles of association and the organization cer- 
tificate, shall have power to execute all other papers and to do what- 
ever may be required to make its organization perfect and complete 
as a national banking association. The shares of any such bank may 
continue to be for the same amount each as they were before the con- 
version, and the directors may continue to be directors of the asso- 
ciation until others are elected or appointed in accordance with the 
provisions of the statutes of the United States. When the Comptroller 
has given to such bank or banking association a certificate that the 
provisions of this Act have been complied with, such bank or banking 
association, and all of its stockholders, officers, and employees, shall 
have the same powers and privileges, and shall be subject to the same 
duties, liabilities, and regulations, in all respects, as shall have been 
prescribed by the Federal Reserve Act and by [the national banking] 
this Act for associations originally organized as national banking 
associations. 
(6) The Comptroller [of the Currency] may. in his discretion and 
vakine t to such conditions as he may prescribe, permit such converting 
bank to retain and carry at a value determined by the Comptroller 
such of the assets of such converting bank as do not conform to the 
legal requirements relative to assets acquired and held by national 
banking associations. 





“ar 


57. Conversion. merger, or consolidation oT national hanks into State 


banks 

[12 U.S.C., sec. 214a; 64 Stat. 455] A national banking associ- 
ation may, by vote of the holders of : at least two-thirds of each class of 
its capital stock, convert into, or merge or consolidate with, a State 
bank ( other than a mutual savings bank) m the same State in which the 
ational banking association is located, under a State charter, in the 

ollowing manner: 
[(a)] (1) The hed, of conversion, merger, or consolidation must be 
approved by a majority of the entire board of directors of the national 
banking association. The bank shall publish notice of the time, place, 
and object of the shareholders’ meeting to act upon the plan, in some 
newspaper with general are ulation in the place where the principal 
office of the national banking association is located, au least once a 
week for four consecutive ae Provided, That newspaper publica- 
tion may be dispensed with entirely if waived by all the shareholders 
and in the case of a merger or consolidation one publication at least ten 
davs before the meeting shall be sufficient if publication for four weeks 
is waived by holders of at least two-thirds of each class of capital 
stock and prior written consent of the Comptroller [of the Currency] 
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is Obiained. The national banking association shall send such notice 
to each shareholder of record by certified or registered mail at least ten 
cae prior to the meeting, which notice may be waived specifically by 
: ae 

“TF b)J (2) A shareholder of a national banking association who 
votes against the conversion, merger, or consolidation, or who has 
given notice in writing to the bank at or prior to such meeting that 
he dissents from the plan, shall be entitled to receive in cash the value 
of the shares held by him, if and when the conversion, merger, or con- 
solidation is consummated, upon written request made to the resulting 
State bank at any time before thirty days after the date of consum- 
mation of such conversion, merger, or consolidation, accompanied by 
the surrender of his stock certificates. The value of such shares shall 
be determined as of the effective date [on which the shareholders’ meet- 
ing was held authorizing] of the conversion, merger or consolidation, 
by a committee of three persons, one to be selected by [unanimous 
vote of the dissenting shareholders] the vote of the holders of the majority 
of the stock, = owners of which are entitled to receive the value of their 
shares, one by the directors of the resulting State bank, and the third 
by the two so chosen. The valuation agreed upon by any two of 
three appraisers thus chosen shall govern; but, if the value so fixed 

shall not be satisfactory to any dissenting shareholder who has 
requested payment as provided herein, such ‘shareholder may within 
five days after being notified of the appraised value of his shares appeal 
to the Comptroller [of the Currency], who shall cause a reappraisal 
to be made, which shall be final and binding as to the value of the 
shares of the appellant. If, within ninety days from the date of 
consummation of the conversion, merger, or consolidation, for any 
reason one or more of the appraisers is not selected as herein provided, 
or the appraisers fail to determine the value of such shares, the Comp- 
troller shall upon written request of any interested party, cause an 
appraisal to be made, which shall be final and binding on all parties. 
The expenses of the Comptroller in making the reappraisal, or the ap- 
praisal as the case may be, shall be paid by the resulting State bank. 
The plan of conversion, merger, or consolidation shall provide the 
manner of disposing of the shares of the resulting State bank not 
taken by the dissenting shareholders of the national banking associa- 
tion. Jf the shares are sold at a price greater than the amount paid to 
the dissenting shareholders, the excess of such sale price shall be paid to 
saud shareholders. 

(b) [12 U.S. C., see. 214b; 64 Stat. 456] The franchise of a national 
banking association as a national banking association shall auto- 
matically terminate when its conversion into or its merger or consoli- 
dation with a State bank under a State charter is consummated and 
the resulting State bank shall be considered the same business and 
corporate entitv as the national banking association, although as to 
rights, powers, and duties the resulting bank is a State bank. Any 
reference to such national banking association in any contract, will, or 
document shall be considered a reference to the State bank if not 
inconsistent with the provisions of the contract, will, or document or 
applicable law. 

(ec) [i2 U.S. C., sec. 214¢; 68 Stat. 1235] No conversion of a na- 
tional banking association into a State Leable or its merger or consolida- 
tion with a State bank shall take place under [sections 1-4 and 8 of 
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this Act (12 U.S. C. sec. 214-214¢, 321) ] this section in contravention 
of the law of the State in which the national banking association is 
located; and no such conversion, merger, or consolidation shall take 
place [under secs. 1-4 and 8 of this Act] unless under the law of the 
State in which such national banking association is located State 
banks may without approval by any State authority convert into and 
merge or consolidate with national banking associations under limita- 
tions or conditions no more restrictive than those contained in [sec- 
tion 2] subsection (a) hereof with respect to the conversion of a national 
bank into, or merger or consolidation of a national bank with, a State 
bank under State charter. 


CHaprer 9—VotunTarY Dissotution, RECEIVERS, AND CONSERV ATORS 


§ 58. Voluntary dissolution [12 U.S. C., see. 181; R. 5., sec. 5220] 

(a) Any national banking association may go into hiquidation and 
be closed by the vote of its shareholders owning two-thirds of its 
stock. If the liquidation is to be effected in whole - or in part through 
the sale of its assets to and the assumption of its deposit liabilities by another 
bank, the purchase and sale agreement must also be approved by its sha re- 
holders owning two-thirds of its stock unless an emergency exists and the 
Comptroller specifically waves such requirement for shareholder approval. 

(6) The shareholders shall designate one or more persons to act as 
liquidating agent or committee, who shall conduct the liquidation in 
accordance with law and under the supervision of the board of direc- 
tors, who shall require a suitable bond to be given by said agent or 
committee. The liquidating agent or committee shall render annual 
reports to the Comptroller [of the Currency] on the 31st day of 
December of each vear showing the progress of said liquidation until 
the same is completed. ‘The liquidating agent or committee shall also 
make an annual report to a meeting of the shareholders to be held 
on the date fixed in the articles of association for the annual meeting, 
at which meeting the shareholders may, if they see fit, by a vote rep- 
resenting a majority of the entire stock of the bank, remove the 
liquidating agent or committee and appoint one or more others im 
place thereof. A special meeting of the shareholders may be called 
at any time in the same manner as if the bank continued an active 
bank and at said meeting the shareholders may, by a vote of the 
majority of the stock, remove the liquidating agent or committee. 
The Comptroller [of the Currency] is authorized to have an exami- 
nation made at any time into the affairs of the liquidating bank until 
the claims of all creditors have been satisfied, and the expense of mak- 
ing such examinations shall be assessed against such bank in the same 
manner as in the case of other national bank examinations made pur- 
suant to [section 5240 of the Revised Statutes, as amended (U.S. C., 
Title 12, secs. 484, 485; Supp. ae Title 12, secs. 481-483).] this Act. 

(c) [12 U.S. C., sec. 182; R. S., sec. 5221) Whenever a, vote is 
taken to go into liquidation it shall be the duty of the board of direc- 
tors to cause notice of this fact to be certified, under the seal of the 
association, by its president or cashier, to the Comptroller [of the 
Currency], and publication alceat to be made for a period of two 
months in every issue of a newspaper published in the city or town 
in which the association is located, or if no newspaper is there pub- 
lished, then in the newspaper published nearest thereto, that the 
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association is closing up its affairs, and notifying its creditors to 
present their claims against the association for payment. 
§ 59. Appointment of receiver 

(a) [12 U.S. C., see. 191; 19 Stat. 63] [That whenever] When- 
ever any national banking association shall be dissolved, and its rights, 
privileges and franchises declared forfeited, as prescribed in [section 
fifty two hundred and thirty nine of the Revised Statutes of the 
United States,] section 30 of this Act, or whenever any creditor of 
any national banking association shall have obtained a judgment 
against it in any court of record, and made application, accompanied 
by a certificate from the clerk of the court stating that such judgment 
has been rendered and has remained unpaid for the space of thirty 
days, or whenever the Comptroller shall become satisfied of the insol- 

vency of a national banking association, he may, after due examina- 
tion of its affairs, in [either] any such case, appoint a receiver, who 
shall proceed to close up such [association, and enforce the personal 
liability of the shareholders, as provided in section fifty-two hundred 
and thirty-four of said statutes] association. 

(6) [12 U.S.C., see. 192; R.S., see. 5234] On becoming [satisfied, 
as specified in sections fifty-two hundred and twenty-six and fifty-two 
hundred and twenty-seven,] satisfied that any association [has 
refused to pay its circulating notes as therein mentioned, and is in 
default,] is insolvent the Comptroller [of the Currency] may forth- 
with appoint a receiver, and require of him such bond and security as 
he deems proper. Such receiver, under the direction of the Comp- 
troller, shall take possession of the books, records, and assets of every 
description of such association, collect all debts, dues, and claims 
belonging to it, and upon the order of a court of record of competent 
jurisdiction, may sell or compound all bad or doubtful debts, and, on a 
like order, may sell all the real and personal property of such associa- 
tion on such terms as the court shall [direct; and may, if necessary to 
pay the debts of such association, enforce the individual liability of 
the stockholders.] direct. Such receiver, shall pay over all money 
so made to the Treasurer of the United States, subject to the order of 
the Comptroller, and also make report to the Comptroller of all his 
acts and proceedings: Provided, That the Comptroller may, if he deems 
proper, deposit any of the money so made in any regular Government 
depositary, or in any State or national bank either of the city or town 
in which the insolvent bank was located, or of a city or town as adja- 
cent thereto as [practicable; if] practicable. If such deposit is made 
he shall require the depositary to deposit United States bonds or other 
satisfactory securities with the Treasurer of the United States for the 
safekeeping and prompt payment of the money so de posite dd: shia apy 
That no security in the form of deposit of United States bonds, 
otherwise, shall be required in the case of such parts of the depceita 
as are insured under [section 12B of the Federal Reserve Act,] the 
Federal Deposit Insurance Act, as amended. [Such depositary shall 
pay upon such money interest at such rate as the Comptroller may 
preseribe, not less, however, than two per centum per annum upon the 
average monthly amount of such deposits. ] 

(c) [12 U. S. C., see. 193; R. S., sec. 5235] The Comptroller 
shall, upon appointing a receiver, cause notice to be given, by ad- 
vertisement in such newspapers as he may direct, for three consecutive 
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months, calling on all persons who may have claims against such 
association to present the same, and to make legal proof thereof. 
$60. Distribution of assets 

(a) [12 U.S. C., see. 194; R. S., sec. 5236] From time to time, 
[after full provision has been first made for refunding to the United 
States any deficiency in redeeming the notes of such association, ] the 
Comptroller shall make a ratable dividend of the money so paid over 
to him by such receiver on all such claims as may have been proved 
to his satisfaction or adjudicated in a court of competent jurisdiction 
and, as the proceeds of the assets of such association are paid over to 
him, shall make further dividends on all claims previously = 
or adjudicated; and the remainder of the proceeds, if any, shall be 
paid over to the shareholders of such association or their legal repre- 
sentatives, in Se to the stock by them respectively held. 

(b) [12 U.S. C. see. 196; R. S. sec. 52389 [All fees for protesting 
the notes ‘jena by any national banking association shall be paid by 
the person procur ing the protest to be made, and such association shail 
be liable therefor; but no part of the bonds deposited by such associa- 
tion shall be applied to the payment of such fees.] All expenses of 
any preliminary or other examinations into the condition of any as- 
sociation shall be paid by such association. All expenses of any 
receivership shall be paid out of the assets of such association before 
distribution of the proceeds thereof. 


S 61. Winding up business of bank. 12 U. S. C., see. 197: 29 Stat 
600] 

(a) [That whene bi Whenever any national banking association 
shall have been or shall be placed in the hands of a receiver, [as pro- 
vided in section fifty-two hundred and thirty-four and other sections 
of the Revised Statutes of the United States, and when, as provided 
in section fifty-two hundred and thirty-six thereof, the Comptrolle: 
of the Currency shall have] and when there has been paid to each and 
every creditor of such [association, not including shareholders who 
are creditors of such association, ] association whose claim or claims 
as such creditor shall have been proved or allowed as [therein] 
herein prescribed, the full amount of such claims, and all expenses of 
the [receivership and the redemption of the circulating notes of such 
association shall have been provided for by depositing lawful money 
of the United States with the Treasurer of the United States, the 
Comptroller of the Currency] receivership, the Comptroller or the Fed- 
eral Deposit Insurance Corporation, where that corporation has been 
appointed receiver of the bank, shall call a meeting of the shareholders 
of such association by giving notice thereof for thirty days in a news- 
paper published in the town, city, or county where the business of 
such association was carried on, or if no newspaper is there published 
in the newspaper published nearest thereto. At such meeting the 
shareholders shall determine whether the receiver shall be continued 
and shall wind up the affairs of such association, or whether an agen 
shall be elected for that purpose, and in so determining the said share- 
holders shall vote by ballot, in person or by proxy, each share of stock 
entitling the holder to one vote, and the majority of the stock in 
[value and] number of shares sha]]l be necessary to determine whether 
the said receiver shall be continued, or whether an agent shall be 
elected. In case such majority shall determine that the said receiver 
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shall be continued, the said receiver shall thereupon proceed with the 
execution of [his] the trust, and shall sell, dispose of, or otherwise 
collect the assets of the said association, and shall possess all the 
powers and authority, and be subject to all the duties and liabilities 
originally couferred or imposed upon [him by his appointment as] 
such receiver, so far as the same remain applicable. In case the said 
meeting shall, by the vote of a majority of the stock in [value and] 
number of shares, determine that an agent shall be elected, the said 
meeting shall thereupon proceed to elect an agent, voting by ballot, 
in person or by proxy, each share of stock entitling the holder to one 
vote, and the ae who shall receive votes representing at least a 
majority of stock in [value and] number of shares shall be declared 
the agent for the satan hereinafter [provided; and whenever any 
of the shareholders of the association shall, after the election of such 
agent, provided. When such agent shall have executed [and filed] 
a bond to the Eestisiaction of the Comptroller of the Currency,] 
shareholders conditioned for the payment and discharge in full or, to 
the extent possible from the remaining assets of the association, of each 
and every claim that may thereafter be proved and allowed by and 
before a competent [court,] court and for the faithful performance 
of [all and singular the duties of such trust, ] his duties, in the penalty 
fixe d by the shareholders at said meeting, with a surety or sureties to be 
approved by the district court of the U nited States for the district where 
the husiness of such ASSOC ration WAS carried on, and shall have filed said 
bond in the office of the elerk of the aforesaid court, the Comptroller and 
the receiver, or the Federal De posit Insurance Corporation, where that 
Corporation ee been appointed receiver of the bank, shall thereupon 
transfer and deliver to such agent all the undivided or uncollected or 
other assets of such association then remaining in the hands or subject 
to the order and control of [said] the Comptroller and said receiver, 
or the Federal Deposit Insurance Corporation, or either of them; and 
for this purpose [said] she Comptroller and said receiver, or the Fed- 
eral De posi Insurance Corporation, as the case may be, are hereby 
severally empowered and directed to execute any deed, assignment, 
transfer, or other instrument in writing that may be necessary and 
proper; and upon the execution and delivery of such instrument to 
the said agent the [said] Comptroller and the said receiver or the 
Federal Deposit Insurance Corporation shall by virtue of this Act be 
discharged from any and all liabilities to such association and to each 
and all the creditors and shareholders thereof. 

(b) Upon receiving such deed, assignment, transfer, or other instru- 
ment the person elected such agent shall hold, control, and dispose of 
the assets and property of such association which he may receive under 
the terms hereof for the benefit of the shareholders of such association, 
and he may in his own name, or in the name of such association, sue 
and be sued and do all other lawful acts and things necessary to finally 
settle and distribute the assets and property in his hands, and may sell, 
compromise, or compound the debts due to such association, with the 
consent and approval of the [circuit or] district court of the United 
States for the district where the business of such association was carried 
on, and shall at the conclusion of his trust render to such district. [or 
circuit} court a full account of all his proceedings, receipts, and ex- 
penditures as such agent, which court shall, upon due notice, settle 
and adjust such accounts and discharge said agent and [the] sureties 
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upon said bond. And in case any such agent so elected shall [refuse 
to serve, or} die, resign, or be removed, any shareholder may call a 
meeting of the shareholders of such association in the town, city, or 
village where the business of the said association was carried on, by 
giving notice thereof for thirty days in a newspaper published in said 
town, city, or village, or if no newspaper is there published, in the 
newspaper published nearest thereto, at which meeting the share- 
holders shall elect an agent, voting by ballot, in person or by proxy, 
each share of stock entitling the holder to one vote, and when such 
agent shall have received votes representing at least a majority of the 
stock in [value and] number of shares, and shall have executed a bond 
: the shareholders conditioned for the payment and discharge in full 

to the extent possible from the remaining assets of the association, of 
anh and every claim that may thereafter be proved and allowed by and 
before a competent court and for the faithful performance of his duties, 
in the penalty fixed by the shareholders at said meeting, with [two] 
a surety or sureties, to be approved by [[a judge of a court of record, J 
the aforesaid court, and file said bond in the office of the clerk of [a 
court of record in the county where the business of said association 
was carried on,] that court, he shall have all the rights, powers, and 
duties of the agent first elected as hereinbefore provided. 

(c) At any meeting held as hereinbefore provided administrators 
or executors of deceased shareholders may act and sign as the decedent 
might have done if living, and guardians of minors and trustees of 
other persons may so act and sign for their ward or wards or cestui que 
trust. The proceeds of the assets or property of any such association 
which may be undistributed at the time of such meeting or may be sub- 
sequently received shall be distributed as follows: 

[First.] (1) To pay the expenses of the execution of the trust to the 
date of such [payment.] payment; 

[Second.] (2) To repay any amount or amounts which have been 
paid in by any shareholder or shareholders of such association upon 
and by reason of any and all assessments made upon the stock of such 
association by the order of the Comptroller [of the Currency] in 
accordance with the provisions of the statutes of the United States; 
and 

CThird.] (3) [The] To pay the balance ratably among such stock- 
holders, in proportion to the number of shares held and owned by each. 
Such distribution shall be made from time to time as the proceeds shall 
be received and as shall be deemed advisable by the [said Comp- 
troller] Comptroller, or the Federal Deposit Insurance Corporation or 
said [agent.] agent, as the case may be. 

§ 62. Resumption of business [12 U.S. C., sec. 197a, Banking Act of 
1933, sec. 29] 

In any case, in which, in the opinion of the Comptroller [of the 
Currency], it would be to the advantage of the depositors and un- 
secured creditors of any national banking association whose business 
has been closed, for such association to resume business upon the 
retention by the association, for a reasonable period to be prescribed 
by the C omptroller , of all or any part of its de Souls, the Comptroller 
is authorized, in his discretion, to permit the association to resume 
business if depositors and unsecured creditors of the association repre- 
senting at least 75 per centum of its total deposit and unsecured credit 
liabilities consent in writing to such retention of deposits. Nothing in 
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this section shall be construed to affect in any manner any powers of 
the Comptroller under the provisions of law in force on the date of 


enactment of this Act with respect to the reorganization of national 
banking associations. 


§ 63. Purchase of bank property 


(a) [12 U.S. C., sec. 198; 24 Stat. 8] [That whenever] Whenever 
the receiver of any ‘national bank duly appointed by the Comptroller 
[of the Currency], and who shall have duly qualified and entered 
upon the discharge of his trust, shall find it in his opinion necessary, 
in order to fully protect and benefit his said trust, to the extent 
of any and all equities that such trust may have in any property, 
real or personal, by reason of any bond, mortgage, assignment, or 
other proper legal claim attaching thereto, and which said 1 property is 
to be sold under any execution, decree of foreclosure, or proper order 
of any court of jurisdiction, he may certify the facts in the case, 
together with his opinion as to the value of the property to be sold, and 
the value of the equity his said trust may have in the same, to the 
Comptroller [of the Currency], together with a request for the right 
and authority to use and employ so much of the money of said trust 
as may be nec oer to purchase such property at such sale. 

(ob) [12 U.S. C., see. 199; 24 Stat. 8] [That such] Such request, 
if approved oy the Comptroller [of the Currency], shall be, together 
with the certificate of facts in the case, and his recommendation as 
to the amount of money which, in his judgment, should be so used 
and employed, submitted to the Secretary of the Treasury, and if the 
same shall likewise be approved by him, the request ‘shall be by 
the Comptroller [of the Currency allowed, and notice thereof, with 
copies of the request, certificate of facts, and endorsement of approvals, 
shall be filed with the Treasurer of the United States.] allowed. 

(c) [12 U.S. C., sec. 200; 24 Stat. 8] [That whenever] Whenever 
any such request shall be allowed as hereinbefore provided, the said 
Comptroller [of the Currency] shall be, and is, empowered to draw 
upon and from such funds of any such trust as may be deposited 
with the Treasurer of the United States for the benefit of the bank 
in interest, to the amount as may be recommended and allowed and 
for the purpose for which such allowance was made: Provided, how- 
ever, That all payments to be made for or on account of the purchase 
of any such property and under any such allowance shall be made 
by the Comptroller [of the Currency ] direct, with the approval of the 
Secretary of the Treasury, for such purpose only and in such manner 
as he may determine and order. 

S 6 h Clonservators 


(a) [12 U.S. C., see. 203; 48 Stat. 2] Whenever he shall deem it 
necessary in order to conserve the assets of anv national bank or dis- 
trict bank for the benefit of the depositors and other creditors thereof, 
the Comptroller [of the Currenc I may appoint a conservator for 
such bank and require of him such bond and security as the Comp- 
troller [of the Currency] deems proper. The conservator, under the 
direction of the Comptroller, shall take possession of the books, 
records, and assets of every description of such bank, and take such 
action as may be necessary to conserve the assets of such bank pend- 
ing further disposition of its business as provided by law. Such con- 
servator shall have all the rights, powers, and privileges now possessed 
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by or hereafter given receivers of insolvent national banks and shall 
be subject to the obligations and penalities, not inconsistent with the 
provisions of this [title] Act, to which receivers are now or may 
hereafter become subject. During the time that such conservator 
remains in possession of such bank, the rights of all parties with respect 
thereto shall, subject to the other provisions of this [title] Act, be 
the same as if a receiver had been appointed therefor. All expenses 
of any such conservatorship shall be paid out of the assets of such 
bank and shall be a lien thereon which shall be prior to any other lien 
provided by this Act or otherwise. The conservator shall receive as 
salary an amount no greater than that paid to employees of the 
Federal Government for similar services. 

(6) [12 U.S. C., see. 204; 48 Stat. 3] The Comptroller [of the 
Currency] shall cause to be made such examinations of the affairs of 
such bank as shall be necessary to inform him as to the financial 
condition of such bank, and the examiner shall make a report thereon 
to the Comptroller [of the Currency] at the earliest practicable date. 

(c) [12 U.S. C., sec. 205; 48 Stat. 3] If the Comptroller [of the 
Currency] becomes satisfied that it may safely be done and that it 
would be in the public interest, he may, in his discretion, terminate 
the conservatorship and permit such bank to resume the transaction 
of its business subject to such terms, conditions, restrictions, and 
limitations as he may prescribe. 

(d) [12 U.S. C., sec. 206; 48 Stat. 3] While such bank is in the 
hands of the conservator appointed by the Comptroller [of the Cur- 
rency], the Comptroller may require the conservator to set aside 
and make available for withdrawal by depositors and payment to 
other creditors, on a ratable basis, such amounts as in the opinion of 
the Comptroller may safely be used for this purpose; and the Comp- 
troller may, in his discretion, permit the conservator to receive depos- 
its, but deposits received while the bank is in the hands of the conserv- 
ator shall not be subject to any limitation as to payment or withdrawal, 
and such deposits shall be segregated and shall not be used to liqui- 
date any indebtedness of such bank existing at the time that a con- 
servator was appointed for it, or any subsequent indebtedness incurred 
for the purpose of liquidating any indebtedness of such bank existing 
at the time such conservator was appointed. Such deposits received 
while the bank is in the hands of the conservator shall be kept on 
hand in cash, invested in the direct obligations of the United States, 
or deposited with a Federal Reserve bank. The Federal Reserve 
banks are hereby authorized to open and maintain separate deposit 
accounts for such — or for the purpose of receiving deposits 
from State officials in charge of State banks under similar cireum- 
stances. 

[12 U.S. C., sec. 207; 48 Stat. 3] In any reorganization of any 
bank under a plan of a kind which, under existing law, requires the con- 
sent, as the case may be, [(a)] of depositors and other creditors, or 
[(b)] of stockholders, or [(c)] of both depositors and other eae 
and stockholders, such reorganization shall become effective only ( 
when the Comptroller [of the Currency] shall be satisfied that the 
plan of reorganization is fair and equitable as to all depositors, other 
creditors and stockholders and is in the public interest and shall have 
approved the plan subject to such conditions, restrictions and limita- 
tions as he may prescribe and (2) when, after a reasonable notice of 
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such reorganization, as the case may require, (A) depositors and other 
creditors of such bank re presenting at least 75 percent in amount of its 
total deposits and other liabilities as shown by the books of the bank, 
or (B) stockholders owning at least two-thirds of its outstanding capi- 
tal stock as shown by the books of the bank, or (C) both depositors and 
other creditors representing at least 75 percent in amount of the total 
deposits and other liabilities and stockholders owning at least two- 
thirds of its outstanding capital stock as shown by the books of the 
bank, shall have consented in writing to the plan of reorganization: 
Provided, however, That claims of depositors or other creditors which 
will be satisfied in full under the provisions of the plan of reorganiza- 
tion shall not be included among the total deposits and other liabilities 
of the bank in determining the 75 percent thereof as above provided. 
When such reorganization becomes effective, all books, records, and as- 
sets of the bank shall be disposed of in accordance with the provisions 
of the plan and the affairs of the bank shall be conducted by its board 
of directors in the manner provided by the plan and under the condi- 
tions, restrictions and limitations which may have been prescribed by 
the Comptroller [of the Currency]. In any reorganization which shall 
have been approved and shall have become effective as provided here- 
in, all depositors and other creditors and stockholders of such bank, 
whether or not they shall have consented to such plan of reorganiza- 
tion, shall be fully and in all respects subject to and bound by its pro- 
visions, and claims of all depositors and other creditors shall be 
treated as if = x had consented to such plan of reorganization. 

(f) [i2 v. ., sec. 208; 48 Stat. 4] After fifteen days after the 
affairs of a bi a Shall have been turned back to its board of directors 
by the conservator, either with or without a reorganization as provided 
in [section 207] subsection (e) hereof, the provisions of [section 206 
of this title] subsection (d) with respect to the segregation of deposits 
received while it is in the hands of the conservator and with respect 
to the use of such deposits to liquidate the indebtedness of such bank 
shall no longer be effective: Provided, That before the conservator 
shall turn back the affairs of the bank to its board of directors he shall 
cause to be published in a newspaper published in the city, town or 
county in which such bank is located, and if no newspaper is published 
in such city, town or county, in a newspaper to be selected by the 
Comptroller [of the ¢ ‘urrency] published in the State in which the 
bank is located, a notice in form approved by the Comptroller, stating 
the date on which the affairs of the bank will be returned to its board 
of directors and that the said provisions of [section 206] subsection (d) 
will not be effective after fifteen days after such date; and on the date 
of the publication of such notice the conservator shall immediately 
send to every person who is a depositor in such bank under [section 
206] subsection (d) a copy of such notice by registered mail addressed 
to the last known address of such person as shown by the records of 
the bank, and the conservator shall send similar notice in like manner 
to every person making deposit in such bank under [section 206] 
subsection (d) after the date of such newspaper publication and before 
the time when the affairs of the bank are returned to its directors. 

g) [12 U.S. C., see. 209; 48 Stat. 5] Conservators appointed pur- 
suant to the provisions of this [title] section shall be subject to the 
provisions of and to the penalties prescribed by sections 334, 656, 
and 1005 of Title 18, United States Code; and sections 202, 216, 281, 
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431, 432, and 433 of such Title 18, in so far as applicable, are extended 
to apply to contracts, agreements, proceedings, dealings, claims and 
controversies by or with any such conservator or the Comptroller 
[of the Currency] under the provisions of this [title] Act. 

(kh) [12 U. S. C., see. 210; 48 Stat. 5] Nothing in this [title] 
section shall be construed to impair in any manner any powers of the 
President, the Secretary of the Treasury, the Comptroller [of the 
Currency J, or the Board of Governors of the Federal Reserve System. 

(7) [12 U.S. C., sec. 211; 48 Stat. 5] The Comptroller [of the 
Currency] is hereby authorized and empowered, with the approval 
of the Secretary of the Treasury, to prescribe such rules and regula- 
tions as he may deem necessary in order to carry out the provisions 
of this [title] section. Whoever violates any rule or regulation a 
pursuant to this [section] subsection shall be de emed guilty of : 
misdemeanor and, upon conviction thereof, shall be fined not more 
than $5,000, or imprisoned not more than one year, or both. 

(7) Notwithstanding any limitations or restrictions contained in this 
section or in any other provisions of law, whenever there have been sub- 
stantial losses resulting from defalcations in an amount sufficient to 
heavily impair or extinguish the capital account of any insured national 
bank or any insured bank or trust company operating in the District of 
Columbia, the Comptroller may appoint the Federal Deposit Insurance 
Corporation as conservator for any such insured national bank, bank, 
or trust company for a period not exceeding thirty days. The conservator 
shall take possession of the books, records, and assets of every description 
of such insured national bank, bank, or trust company and take such 
action as may be necessary to conserve its assets pending further disposi- 
tion of its business as provided by law. Such conservator shall have all 
the rights, powers, and privileges now possessed by or hereafter given to 
receivers of insolvent national banks and shall be subject to the obligations 
and penalties, not inconsistent with the provisions of this section, to which 
receivers are now or may hereafter become subject. During the time that 
such conservator remains in possession of such insured national bank, 
bank, or trust company, the rights of all parties with respect thereto shall, 
subject to the other provisions of this section, be the same as if a receiver 
had been appointed therefor. The Comptroller shall cause to be made 
such examinations of the affairs of such insured national bank, bank, or 
trust company as shall be necessary to inform him as to the financial con- 
dition of such insured national bank, bank, or trust company, and the 
examiner shall make a report thereon to the Comptroller at the earliest 
practicable date. As soon as possible after any such insured national 
bank, bank, or trust company is placed in the hands of the conservator 
appointed by the Comptroller, the Federal Deposit Insurance ¢ a 
shall pay the insured deposits in such insured national bank, bank, o 
trust company as provided in the Federal Deposit Insurance Act. When 
the Comptroller has determined as accurately as the circumstances permit 
the probable full extent of the defaleation and its effect on the solvency of 
the bank, he may (1) end the conservatorship and permit the insured 
national bank, bank, or trust company to resume business if its a 
impairment has heen or is in the process of being eliminated, or (2 ) af 


the insured national bank, bank, or trust company is insolvent ie shall 
appoint the Federal Deposit Insurance Corporation as receiver, or (3) 
recommend to the Federal Deposit Insurance Corporation that it would 
appear to be in the best interests of the Federal Deposit Insurance Corpo- 
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ration that it grant a loan secured by the unacceptable assets of the insured 
national bank, bank, or trust company so as to enable its acquisition by 
another bank. If the Federal Deposit Insurance Corporation refuses to 
grant such a loan when recommended by the Comptroller, the Comptroller 
shall proceed at once to appoint the Federal Deposit Insurance Corpora- 
tion as receiver of the insured national bank, bank, or trust company. 
Such receiver shall have all the rights, duties, and powers prescribed by 
the Federal Deposit Insurance Act, and other applicable provisions of law. 


CuapTER 10—MIscELLANEOUS 


§ 65. Emergency powers of the President [12 U.S. C., sec. 95; 48 Stat. 
2] 

In order to provide for the safer and more effective operation of 
the National Banking System and the Federal Reserve System, to 
preserve for the people the full benefits of the currency provided for 
by the Congress through the National Banking System and the 
Federal Reserve System, and to relieve interstate commerce of the 
burdens and obstructions resulting from the receipt on an unsound 
or unsafe basis of deposits subject to withdrawal by check, during such 
emergency period as the President of the United States by procla- 
mation may prescribe, no member bank of the Federal Reserve 
System shall transact any banking business except to such extent 
and subject to such regulations, limitations and restrictions as may 
be prescribed by the Secretary of the Treasury, with the approval of 
the President. Any individual, partnership, corporation, or associa- 
tion, or any director, officer or employee thereof, violating any of the 
provisions of this section shall be deemed guilty of a misdemeanor and, 
upon conviction thereof, shall be fined not more than $10,000 or, if a 
natural person, may, in addition to such fine, be imprisoned for a term 
not exceeding ten years. Each day that any such violation continues 
shall be deemed a separate offense. 


§ 66. Ratification of certain acts 


(a) [12 U.S. C., see. 95b; 48 Stat. 1] The actions, regulations, 
rules, licenses, orders, and proclamations heretofore or hereafter taken, 
promulgated, made, or issued by the President of the United States 
or the Secretary of the Treasury since March 4, 1933, pursuant to 
the authority conferred by subdivision (b) of section 5 of the Act of 
October 6, 1917 at as amended, are hereby approved and confirmed. 

(6) [12 U.S. C., sec. 213; 48 Stat. 343] All actions, regulations, 
rules, orders, ind proclamations heretofore taken, promulgated, made 
or issued by the President of the United States or the Secretary of 
the Treasury, under the Act of March 9, 1933, or under section 43 or 
section 45 of title III of the Act of May 12, 1933, are hereby approved, 
ratified, and confirmed. 


$ 67. State taxation of national banks [12 U.S. C., see. 548; R.5S., see. 
5219] 

The legislature of each State may determine and direct, subject to 
the provisions of this section, the manner and place of taxing all the 
shares of national banking associations located within its limits. The 
several States may (1) tax said shares, or (2) include dividends 
derived therefrom in the taxable income of an owner or holder thereof, 

3) tax such associations on their net income, or (4) according to 
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or measured by their net income, provided the following conditions 
are complied with: 

1. (a) The imposition by any State of any one of the above four 
forms of taxation shall be in lieu of the others, except as hereinafter 
provided in subdivision (c) of this clause. 

(b) In the case of a tax on said shares the tax imposed shall not be 
at a greater rate than is assessed upon other moneyed capital in the 
hands of individual citizens of such State coming into competition 
with the business of national banks: Provided, That bonds, notes, or 
other evidences of indebtedness in the hands of individual citizens 
not employed or engaged in the banking business or investment busi- 
ness and representing merely personal investments not made in com- 
petition with such business, shall not be deemed moneyed capital 
within the meaning of this section. 

(c) In case of a tax on or according to or measured by the net 
income of an association, the t taxing State may, except in case of a tax 
on net income, include the entire net income received from all sources, 
but the rate shall not be higher than the rate assessed upon other 
financial corporations nor higher than the highest of the rates assessed 
by the taxing State upon mercantile, manufacturing, and business 
corporations doing business within its limits: Provided, however, 
That a State which imposes a tax on or according to or measured by 
the net income of, or a franchise or excise tax on, financial, mercantile, 
manufacturing, and business corporations organized under its own 
laws or laws of other States and also imposes a tax upon the income 
of individuals, may include in such individual income dividends from 
national banking associations located within the State on condition 
that it also includes dividends from domestic corporations and may 
likewise include dividends from national banking associations located 
without the State on condition that it also includes dividends from 
foreign corporations, but at no higher rate than is imposed on 
dividends from such other corporations. 

(d) In case the dividends derived from the said shares are taxed, 
the tax shall not be at a greater rate than is assessed upon the net 
income from other money ed capital. 

2. The shares of any national banking association owned by non- 
residents of any State shall be taxed by the taxing district or by the 
State where the association is located and not elsewhere; and such 
association shall make return of such shares and pay the tax thereon as 
agent of such nonresident shareholders. 

3. Nothing herein shall be construed to exempt the real property of 
associations from taxation in any State or in any subdivision thereof, 
to the same extent, according to its value, as other real property is 
taxed. 

The provisions of section 5219 of the Revised Statutes of the 
United States as heretofore in force shall not prevent the legalizing, 
ratifying, or confirming by the States of any tax heretofore paid, 
levied, or assessed upon the shares of national banks, or the collecting 
thereof, to the extent that such tax would be valid under said section. 


§ 68. Lawful reserves in Territories and possessions 


(a) [12 U.S. C., sec. 143; R.S., sec. 5191] Every national banking 
association located in Alaska or in a dependency or insular possession 
or any part of the United States outside of the continental United 








FINANCIAL INSTITUTIONS ACT OF 1957 61 


States, and not a member of the Federal Reserve System, shall at all 
times have on hand in lawful money of the United States an amount 
equal to at least 15 per centum of the aggregate amount of its de- 
posits in all respects. Whenever the lawful money of any such asso- 
ciation shall fall below 15 per centum of its deposits such association 
shall not increase its liabilities by making any new loans or discounts 
other than by discounting or purchasing bills of exchange payable at 
sight nor make any dividends of its profits until the required propor- 
tion between the aggregate amount of its deposits and its lawful 
money of the United States has been restored. [And the] The 
Comptroller [of the Currency] shall notify any such association 
whose lawful money reserve shall be below the amount required to be 
kept on hand to make good such reserve, and if such association shall 
fail for thirty days thereafter so to make good its lawful money the 
Comptroller may, with the concurrence of the Secretary of the 
Treasury, appoint a receiver to wind up the business of the association 
as provided in [section fifty-two hundred and thirty-four] this Act. 

(b) [12 U.S. C., sec. 144; R.S., sec. 5192] Four-fifths of the reserve 
of 15 per centum which a national bank located in [Alaska] a Terri- 
tory or in a dependency or insular possession or any part of the United 
States outside of the [continental] Continental United States, and 
not a member of the Federal Reserve System, is required to keep, 
may consist of balances due such bank from banking associations 
[approved by the Comptroller of the Currency and] that are members 
of the Federal Reserve System located in any one of the central reserve 
or reserve cities as now or hereafter defined by law or designated by 
the Board of Governors of the one Reserve System. 

§ 69. Venue of actions [12 U.S. C., sec. 94; R.S., sec. 5198] 

[That suits] Suits, actions, and proceedings against any association 
under this [title] Act may be had in any [circuit, district,] district 
or territorial court of the United States held within the district in 
which such association may be established, or in any State, county, 
or municipal court in the county or city in which said association is 
located having jurisdiction in similar cases. 
$70. Territorial applicability of Act 

The provisions of this Act shall apply to the several States, the District 


of Columbia, the several Territories and the several possessions of the 
United States, and the Commonwealth of Puerto Rico. 





TITLE If—FEDERAL RESERVE ACT 


The citations at the beginning of each provision of the bill indicate 
the corresponding provision of existing law. The first citation is to the 
United States Code and the second citation is to the statute involved. 
For example, the citation following section 1 below, “12 U.S. C., 
sec. 226; F. R. Act, sec. 1”’, means that the provision corresponding to 
the new section 1 may be found in the United States Code, title 12, 
section 226, and it is also section 1 of the existing Federal Reserve Act. 


CHuapter 1—Suorr Tirte AnD DEFINITIONS 


§ 1. Short title [12 U.S. C., see. 226; F. R. Act, sec. 1] 

[That the short title of this Act shall be] This Act may be cited as 
the “Federal Reserve Act’’. 

§$ 2. Definitions [12 U.S. C., sec. 221; F. R. Act, sec. 1] 

As used in this Act, unless otherwise provided— 

(a) [Wherever the word “bank”’ is used in this Act, the word shall 
be held to include State bank, banking association, and trust company,] 
The word “‘bank’’ shall include State banks, banking associations, and 
trust companies except where national banks or Federal Reserve banks 
are specifically referred to. 

[The terms “national bank” and ‘national banking association”’ 
used in this Act shall be held to be synonymous and interchangeable. 
The term “member bank” shall be held to mean any national bank, 
State bank, or bank or trust company which has become a member 
of one of the reserve banks created by this Act. The term “board”’ 
shall be held to mean Board of Governors of the Federal Reserve 
System; the term ‘‘district”’ shall be held to mean Federal reserve 
district; the term ‘‘reserve bank” shall be held to mean Federal re- 
serve bank.] 

(b) The word “Board” means the Board of Governors of the Federal 
Reserve System. 

(ec) The word “district”? means Federal Reserve District. 

(d) The term ‘‘member bank’? means any national bank, State bank, 
or bank or trust company which has become a member of one of the reserve 
banks created by this Act. 

(e) The term ‘national bank’’ and ‘national banking association”’ 
mean any association formed under the provisions of the National Bank 
Act for carrying on the business of banking. 

(f) The term “Reserve bank’? means Federal Reserve bank. 


CHAPTER 2—ORGANIZATION OF FepERAL Reserve Banxs 
§ 3. Federal Reserve districts [12 U.S. C., secs. 222, 223, 225; F. R. 
Act, sec. 2] 
[As soon as practicable, the Secretary of the Treasury, the Secre- 
tary of Agriculture and the Comptroller of the Currency, acting as 
“The Reserve Bank Organization Committee,” shall designate not 
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less than eight or more than twelve cities to be known as Federal 
reserve cities, and shall divide] The Federal Reserve districts now in 
existence, numbered from 1 to 12 and comprising the continental United 
States, excluding Alaska, are continued, together with the twelveFederal 
Reserve cities located therein. [into districts, each district to] The 
boundaries of the twelve districts may be readjusted from time to time 
by the Board: Provided, That each district shall contain only one [of 
such] Federal Reserve city [reserve cities. The determination of 
said organization committee shall not be subject to review except 
by the Board of Governors of the Federal Reserve System when 
organized: Provided, That the] and that such districts shall be 
apportioned with due regard to the convenience and customary 
course of business and shall not necessarily be coterminous with any 
State or States. [The districts thus created may be readjusted and 
new districts may from time to time be created by the Board of 
Governors of the Federal Reserve System, not to exceed twelve in 
all. Such districts shall be known as Federal reserve districts and 
may be designated by number. A majority of the organization 
committee shall constitute a quorum with authority to act. Said 
organization committee shall be authorized to employ counsel and 
expert aid, to take testimony, to send for persons and papers, to 
administer oaths, and to make such investigation as may be deemed 
necessary by the said committee in determining the reserve districts 
and in designating the cities within such districts where such Federal 
reserve banks shall be severally located. The said committee shall 
es rvise the organization in each of the cities designated of a Fed- 

ral reserve bank, which] The title of each Federal Reserve bank shall 
include [in its title] the name of the city in which it is situated, as 
‘Federal Reserve Bank of Chicago.” 


§ 4. Branch offices 

(a) [12 U.S. C., sec. 521, F. R. Act, sec. 3] The Board [of Gover- 
nors of the Federal Reserve System] may permit or require any 
Federal [reserve] Reserve bank to establish branch banks within the 
[Federal reserve] district in which it is located or within the district 
of any Federal [reserve] Reserve bank which may have been sus- 
pended. Such branches subject to such rules and regulations as the 
Board [of Governors of the Federal Reserve System] may prescribe, 
shall be operated under the supervision of a board of directors to 
consist of not more than seven nor less than three directors, of whom 
a majority of one shall be appointed by the Federal [reserve] Reserve 
bank of the district, and the remaining directors by the Board [of 
Governors of the Federal Reserve System]. Directors of branch 
banks shall hold office during the pleasure of the Board [of Governors 
of the Federal eee System]. 

(6) [12 U.S. C., sec. 521; F. R. Act, sec. 3.] The Board [of Gov- 
ernors of the ; a al Reserve System] may at any time require any 
Federal Reserve [Bank] bank to discontinue any branch of such 
Federal Reserve [Bank] bank established under this section. The 
Federal Reserve [Bank] bank shall thereupon proceed to wind up the 
business of such branch bank, subject to such rules and regulations 
as the Board [of Governors of the Federal Reserve System] may 
prescribe. 

(c) [2 12 U.S. C., see. 522;F. R. Act, sec. 10] No Federal [reserve] 


Reserve bank shall have authority hereafter to enter into any contract 
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or contracts for the erection of any branch bank building of any kind 

r [character,] character or to authorize the erection “of any such 
building [if the cost of the building proper, exclusive of the cost of the 
vaults, permanent equipment, furnishings, and fixtures, is in excess 
of $250,000: Provided, That nothing herein shall apply to any building 
under construction prior to June 3, 1922: Provided further, That the 
cost as above specified shall not be so limited as long as the aggregate 
of such costs which are incurred by all Federal Reserve banks for 
branch bank buildings with the approval of the Board of Governors 
after the date of enactment of this proviso does not exceed 
$30,000,000.] except with the approval of the Board. 

§ 5. Corporate powers of Federal Reserve banks [12 U.S. C., see. 341; 
F. R. Act, sec. 4] 

[When the organization committee shall have established Federal 
reserve districts as provided in section two of this Act, a certificate 
shall be filed with the Comptroller of the Currency showing the 
geographical limits of such districts and the Federal reserve city desig- 
nated in each of such districts. The Comptroller of the Currency 
shall thereupon cause to be forwarded to each national bank located 
in each district, and to such other banks declared to be eligible by 
the organization committee which may apply therefor, an application 
blank in form to be approved by the organization committee, which 
blank shall contain a resolution to be adopted by the board of directors 
of each bank executing such application, authorizing a subscription 
to the capital stock of the Federal reserve bank organizing in that 
district in accordance with the provisions of this Act.! 

[When the minimum amount of capital stock prescribed by this 
Act for the organization of any Federal reserve bank shall have been 
subscribed and allotted, the organization committee shall designate 
any five banks of those whose applications have been received, to 
execute a certificate of organization, and thereupon the banks so 
designated shall, under their seals, make an organization certificate 
which shall specifically state the name of such Federal reserve bank, 
the territorial extent of the district over which the operations of such 
Federal reserve bank are to be carried on, the city and State in which 
said bank is to be located, the amount of capital stock and the number 
of shares into which the same is divided, the name and place of doing 
business of each bank executing such certificate, and of all banks 
which have subscribed to the capital stock of such Federal reserve 
bank and the number of shares subscribed by each, and the fact that 
the certificate is made to enable those banks executing same, and all 
banks which have subscribed or may thereafter subscribe to the 
capital stock of such Federal reserve bank, to avail themselves of the 
advantages of this Act. ! 

[The said organization certificate shall be acknowledged before a 
judge of some court of record or notary public; and shall be, together 
with the acknowledgment thereof, authenticated by the seal of such 
court, or notary, transmitted to the Comptroller of the Curreney, who 
shall file, record and carefully preserve the same in his office.]! 

[Upon the filing of such certificates with the Comptroller of the 
Currency as aforesaid, the said] Hach Federal [reserve ] Reserve bank 
now existing shall [become] be a body corporate [and] and, as 


1 Omitted from United States Code. 
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[such,] such and in the name designated in [such] its organization 
[certificate,] certificate (which shall be carefully preserved by the Comp- 
troller of the Currency in his office), shall have power— 

(a) [First. To] to adopt and use a corporate [seal.] seal; 

(b) [Second. To] to have succession after the approval of 
this Act until dissolved by Act of Congress or until forfeiture of 
franchise for violation of [law.] law; 

(ec) [Third. To] to make [contracts.] contracts; 

(d) [Fourth. To] to sue and be sued, complain and defend, 
in any court of law or [equity.] equity; 

(e) [Fifth. To] éo appoint by its board of directors a president, 
vice presidents, and such officers and [employees] employes as 
are not otherwise provided for in this Act, to define their duties, 

require bonds for them and fix the penalty thereof, and to dismiss 
at pleasure such officers or [employees] employes. The president 
shall be the chief executive officer of the bank and shall be ap- 
pointed by the board of directors, with the approval of the Board 
[of Governors of the Federal Reserve System, ] for a term of five 
vears; and all other executive officers and all employees of the 
bank shall be directly responsible to him. The first vice president 
of the bank shall be appointed in the same manner and for the 
same term as the president, and shall, in the absence or disability 
of the president or during a vacancy in the office of president, 
serve as chief executive officer of the bank. Whenever a vacancy 
shall occur in the office of the president or the first vice president, 
it shall be filled in the manner provided for original appointments, 
and the person so appointed shall hold office until the expiration 
of oe term of his [predecessor.] predecessor; 

f) [Sixth. To] to prescribe by its board of directors, by-laws 
was an nadiaeteet with law, regulating the manner in which its 
general business may be conduc ted, and the privileges granted to 
it by law may be exercised and [enjoyed.] enjoyed; and 

(g) [Seventh. To] to exercise by its board of directors, or 
duly authorized officers or agents, all powers specifically granted 
by the provisions of this Act and such incidental powers as shall 
be necessary to carry on the business of banking within the 
limitations prescribe .d by this Act. 

(Eighth. Upon deposit with the Treasurer of the United States 
of any bonds of the United States in the manner provided by 
existing law relating to national banks, to receive from the 
Comptroller of the Currency circulating notes in blank, registered 
and countersigned as provided by law, equal in amount to the 
par value of the bonds so deposited, such notes to be issued under 
the same conditions and provisions of law as relate to the issue 
of circulating notes of national banks secured by bonds of the 
United States bearing the circulating privilege, except that the 
issue of such notes shall not be limited to the capital stock of 
such Federal reserve bank. 

[But no Federal reserve bank shall transact any business 
except such as is incidental and necessarily preliminary to its 
organization until it has been authorized by the Comptroller of 
the Currency to commence business under the provisions of 


this Act.] 
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§ 6. Capital stock of Federal Reserve banks [12 U. 8S. C., sec. 287; 
F. R. Act, see. 5] 

The capital stock of each Federal [reserve] Reserve bank shall be 
divided into shares of $100 each. The outstanding capital stock shall 
be increased from time to time as member banks increase their capital 
stock and surplus or as additional banks become members, and may be 
decreased as member banks reduce their capital stock or surplus or 
cease to be members. Shares of the capital stock of Federal [reserve] 
Reserve banks owned by member banks shall not be transferred or 
hypothecated. When a member bank increases its capital stock or 
surplus, it shall thereupon subscribe for an additional amount of 
capital stock of the Federal [reserve] Reserve bank of its district equal 
to six per centum of the said increase, one-half of said subscription to 
be paid in the manner [hereinbefore] hereinafter provided for original 
subscription, and one-half subject to call of the Board [of Gover nors 
of the Federal Reserve System]. A bank applying for stock in a 
Federal [reserve] Reserve bank at any time after the organization 
thereof must subscribe for an amount of the capital stock of the 
Federal [reserve] Reserve bank equal to six per centum of the paid-up 
capital stock and surplus of said applicant bank, paying therefor its 
par value plus one-half of one per centum a month from the period of 
the last dividend. When a member bank reduces its capital stock or 
surplus it shall surrender a proportionate amount of its holdings in 
the capital stock of said Federal Reserve bank. Any member bank 
which holds capital stock of a Federal Reserve bank in excess of the 
amount required on the basis of 6 per centum of its paid-up capital 
stock and surplus shall surrender such excess stock. When a member 
bank voluntarily liquidates it shall surrender all of its holdings of the 
capital stock of said Federal Reserve bank and be released from its 
stock subscription not previously called. In any such case the shares 
surrendered shall be canceled and the member [bank] banks shall 
receive in payment therefor, under regulations to be prescribed by 
the Board [of Governors of the Federal Reserve System] a sum 
equal to its cash-paid subscriptions on the shares surrendered and 
one-half of 1 per centum a month from the period of the last divi- 
dend, not to exceed the book value thereof, less any liability of such 
member bank to the Federal Reserve bank. 


Vv 


7. Division of earn ings 

(a) [12 U.S. C., sec. 289; F. R. Act, sec. 7] After all necessary 
expenses of a Federal [reserve] Reserve bank shall have been paid or 
provided for, the stockholders shall be entitled to receive an annual 
dividend of 6 per centum on the paid-in capital stock, which dividend 
shall be cumulative. [After the aforesaid dividend claims have been 
fully met, the net earnings shall be paid into the surplus fund of the 
Federal reserve bank. J 

(b) After the aforesaid dividend claims have been fully met and after 
such provision for reserves for contingencies has been made as the Board 
may approve or require, each Federal Reserve bank hereafter shail transfer 
annually to its surplus fund 10 per centum of its net earnings as deter- 
mined in accordance with regulations prescribed by the Board, and the 
remaining 9O per centum of such net earnings shall be paid to the United 
States as a franchise tax: Provided, That in any year in which the surplus 
fund of such bank is less than an amount equal to its subscribed capital 
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stock the bank shall transfer to surplus such amount of its net earnings as 
may be necessary to make its surplus fund equal to the amount of its 
subscribed capital stock and 90 per centum of the remainder of such net 
earnings, if any, shall be paid to the United States as a franchise tax. 

(c) [12 U.S. C., sec. 290; F. R. Act, sec. 7] The net earnings 
derived by the United States from Federal reserve banks shall, in the 
discretion of the Secretary, be used to supplement the gold reserve 
held against outstanding United States notes, or shall be applied to the 
reduction of the outstanding bonded indebtedness of the United States 
under regulations to be prescribed by the Secretary of the Treasury. 
Should a Federal [reserve] Reserve bank be dissolved or go into liqui- 
dation, any surplus remaining, after the payment of all debts, dividend 
requirements as hereinbefore provided, and the par value of the stock, 
shall be paid to and become the property of the United States and shall 
be similarly applied. 

(7) [12 U.S. C., sec. 531; F. R. Act, sec. 7] Federal [reserve] 
Reserve banks, including the capital stock and surplus therein, and 
the income derived therefrom shall be exempt from Federal, S‘ate 
and local taxation, except taxes upon real estate. Nothing in this 
subsection shall affect the applicability of the Public Debt Act of 1941 as 
amended and in force immediately prior to the effective date of this 
sentence or as heretofore in force. 

§ 8. Federal Advisory Couneil 

(a) [12 U.S. C., see. 261; F. R. Act, sec. 12] There is hereby cre- 
ated a Federal Advisory Council, which shall consist of as many 
members as there are [Federal reserve] districts. No member of 
said Council who has served six full consecutive terms of one year each 
shall be eligible to serve again in such capacity until after an intervening 
period of not less than three years. Each Federal [reserve] Reserve 
bank by its board of directors shall annually select from its own 
[Federal reserve] district one member of said [council] Council, who 
shall receive such compensation and allowances as may be fixed by 
his board of directors subject to the approval of the Board [of Gov- 
ernors of the Federal Reserve System]. The meetings of said [ad- 
visory council] Advisory Council shall be held at Washington, District 
of Columbia, at least four times each year, and oftener if called by 
the Board [of Governors of the Federal Reserve System]. The 
[council] Council may in addition to the meetings above provided 
for hold such other meetings in Washington, District of Columbia, or 
elsewhere, as it may deem necessary, may select its own officers and 
adopt its own methods of procedure, and a majority of its members 
shall constitute a quorum for the transaction of business. Vacancies 
in the [council] Council shall be filled by the respective reserve banks, 
and members selected to fill vacancies, shall serve for the unexpired 
term. 

(b) [12 U.S. C., see. 262; F. R. Act, sec. 12] The Federal Advisory 
Council shall have power, by itself or through its officers, (1) to con- 
fer direstly with the Board [of Governors of the Federal Reserve 
System] on general business conditions; (2) to make oral or written 
representations concerning matters within the jurisdiction of [said 
board] the Board; (3) to call for information and to make recommenda- 
tions in regard to discount rates, rediscount business, note issues, 
reserve conditions in the various districts, the purchase and sale of gold 
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or securities by reserve banks, open-market operations by said banks, 
and the general affairs of the [reserve] Reserve banking system. 


CuapreR 38—Powers or Feperat Reserve Banks 


Receipt of deposits and collections 

(a) [12 U.S. C., see. 342; F. R. Act, sec. 13] Any Federal [reserve] 
Reserve bank may receive from any of its member banks, and from the 
United States, deposits of current funds in lawful money, [national- 
bank notes] Federal [reserve] Reserve notes, or chec ks, ‘and drafts, 
payable upon presentation, and also, for collection, maturing notes 
and bills; or, solely for purposes of exchange or of collection, may 
receive from other Federal [reserve] Reserve banks deposits of current 
funds in lawful money, naiional-bank notes, or checks upon other 
Federal [reserve] Reserve banks, and chee e and drafts, payable 
upon presentation within its district, and maturing notes and bills 
payable within its district; or, solely for the purposes of exchange or 
of collection, may receive from any nonmember bank or trust company 
deposits of current funds in lawful money, national-bank notes 
Federal [reserve] Reserve notes, checks and drafts payable upon 
presentation, or maturing notes and bills: Provided, That [Such] 
such nonmember bank or trust company maintains with the Federal 
[reserve] Reserve bank of its district a balance sufficient to offset the 
items in transit held for its account by the Federal [reserve] Reserve 
bank: Provided further, That nothing in this or any other section of 
this Act shall be consirued as prohibiting a member or nonmember 
bank from making reasonable charges, to be determined and regulated 
by the Board [of Governors of the Federal Reserve System], but in 
no case to exceed 10 cents per $100 or fraction thereof, based on the 
total of checks and drafts presented at any one time, for collection or 
payment of checks and drafts and remission therefor by exchange or 
otherwise; but no such charges shall be made against the Federal 
[reserve] Leserve banks. 

(6) [12 U. S. C., see. 360; F. R. Act, sec. 16] Every Federal 
[reserve] Reserve bank shall receive on deposit at par from member 
banks or from Federal [reserve] Reserve banks checks and drafts 
drawn upon any of its depositors, and when remitted by a Federal 
[reserve] Reserve bank, checks and drafts drawn by any depositor 
in any other Federal [reserve] Reserve bank or member bank upon 
funds to the credit of said depositor in said reserve bank or member 
bank. Nothing herein contained shall be construed as prohibiting a 
member bank from charging its actual expense incurred in collecting 
and remitting funds, or for exchange sold to its patrons. The Board 
[of Governors of the Federal Reserve System] shall, by rule, fix the 
charges to be collected by the member banks from its patrons whose 
checks are cleared through the Federal [reserve] Reserve bank and 
the charge which may be imposed for the service of clearing or collec- 
tion rendered by the Federal [reserve] Reserve bank. 
$10. Discount operations 

(a) [12 U.S. C., see. 343; F. R. Act, see. 13]. Upon the indorse- 
ment of any of its member banks, which shall be deemed a waiver of 
demand, notice and protest by such bank as to its own indorsement 
exclusively, any Federal [reserve] Reserve bank may discount notes, 
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drafts, and bills of exchange arising out of actual commercial trans- 
actions; that is, notes, drafts, and bills of exchange issued or drawn 
for agricultural, industrial, or commercial purposes, or the proceeds 
of which have been used, or are to be used, for such purposes, the 
Board [of Governors of the Federal Reserve System] to have the 
right to determine or define the character of the paper thus eligible 
for discount, within the meaning of this Act. Nothing in this Act 
contained shall be construed to prohibit such notes, drafts, and bills 
of exchange, secured by staple agricultural products, or other goods, 
wares, or merchandise from being eligible for such discount, and the 
notes, drafts, and bills of exchange of factors issued as such making 
advances exclusively to producers of staple agricultural products in 
their raw state shall be eligible for such disc ount; but such definition 
shall not include notes, drafts, or bills covering merely investments 
or issued or drawn for the purpose of carrying or trading in stocks, 
bonds, or other investment securities, except bonds and notes of the 
Government of the United States. Notes, drafts, and bills admitted 
to discount under the terms of this [paragraph] subsection must have 
a maturity at the time of discount of not more than 90 days, exclusive 
of grace. 

(6) [12 U. S. C., sec. 343; F. R. Act, sec. 13]. In unusual and 
exigent circumstances, the Board [of Governors of the Federal Re- 
serve System J, by the affirmative vote of [mot less than five members, ] 
a majority of the members in office, may authorize any Federal [reserve] 
Reserve bank, during such periods as the said [board] Board may 
determine, at rates established in Gn chal a with the provisions of 
section [14, subdivision (d),] 74 (b) (4) of this Act, to discount for 
any individual, partnership, or capieiioon notes, drafts, and bills of 
exchange of the kinds and maturities made eligible for discount for 
member banks under other provisions of this Act when such notes, 
drafts, and bills of exchange are indorsed or otherwise secured to the 
satisfaction of the Federal Reserve bank: Provided, That before dis- 
counting any such note, draft, or bill of exchange for an individual or 
a partnership or corporation the Federal [reserve] Reserve bank shall 
obtain evidence that such individual, partnership, or corporation is 
unable to secure adequate credit accommodations from other banking 
institutions. All such discounts for individuals, partnerships, or 
corporations shall be subject to such limitations, restrictions, and 
regulations as the Board [of Governors of the Federal Reserve 
System] may prescribe. 

ec) [12 U.S. C., sec. 344; F. R. Act, see. 13] Upon the indorsement 
of any of its member banks, which shall be deemed a waiver of demand, 
notice, and protest by such bank as to its own indorsement exclusively, 
and subject to regulations and limitations to be prescribed by the 
Board [of Governors of the Federal Reserve System], any Federal 
[reserve] Reserve bank may discount or purchase bills of exchange 
payable at sight or on demand which grow out of the domestic ship- 
ment or the exportation of nonperishable, readily marketable agricul- 
tural and other staples and are secured by bills of lading or other 
shipping documents conveying or securing title to such staples: Pro- 
vided, That all such bills of exchange shall be forwarded promptly for 
collection, and demand for payment shall be made with reasonable 
promptness after the arrival of such staples at their destination: 
Provided further, That no such bill shall in any event be held by or 
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for the account of a Federal [reserve] Reserve bank for a period in 
excess of ninety days. In discounting such bills Federal [reserve] 
Reserve banks may compute the interest to be deducted on the basis of 
the estimated life of each bill and adjust the discount after payment 
of such bills to conform to the actual life thereof. 

(7) [i2 U.S. C., see. 345; F. R. Act, sec. 13] The aggregate of 
notes, drafts, wi bills upon which any person, copartnership, associa- 
tion, or corporation is liable as maker, acceptor, indorser, drawer, or 
mare: rediscounted for any member bank, shall at no time exceed 
the amount for which such person, copartnership, association, or corpo- 
ration may lawfully become liable to a national banking association 
under the [terms of section 5200 of the Revised Statutes, as amended] 
provisions of the National Bank Act: Provided, however, That nothing 
in this [paragraph] subsection shall be construed to change the charac- 
ter or class of paper now eligible for rediscount by Federal [reserve] 
Reserve banks. 
$ 11. Discount of agricultural paper 

[i2 U.S. C., sec. 348; F. R. Act, sec. 13a] Upon the indorse- 
ment of any of its member banks, which shall be deemed a waiver of 
demand, notice, and protest by such bank as to its own indorsement 
exclusively, any Federal [reserve] Reserve bank may, subject to regu- 
lations and limitations to be prescribed by the Board [of Governors 
of the Federal Reserve System], discount notes, drafts, and bills of 
exchange issued or drawn for an agricultural purpose, or based upon 
livestock, and having a maturity, at the time of discount, exclusive of 
days of grace, not exceeding nine months, and such notes, drafts, and 
bills of exe change may be offered as collateral sec urity for the issuance 
of Federal [reserve] Reserve notes under the provisions of section 
[16] 43 of this Act: Provided, That notes, drafts, and bills of exchange 
with maturities in excess of six months shall not be eligible as a basis 
for the issuance of Federal [reserve] Reserve notes unless secured by 
warehouse receipts or other such negotiable documents conveying or 
securing title to readily marketable staple agricultural products or by 
chattel mortgage upon livestock which 1s being fattened for market. 

(b) [12 U.S. GC, sec. 349: F. R. Act, sec. 13a] [That any] Any 
Federal [re serve] Reserve bank may, subject to regulations and limi- 
tations to be prescribed by the Board [of Governors of the Federal 
Reserve System], rediscount such notes, drafts, and bills for any 
Federal Intermediate Credit Bank, except that no Federal [reserve] 
Reserve bank shall rediscount for a Federal Intermediate Credit Bank 
any such note or obligation which bears the indorsement of a non- 
member State bank or trust company which is eligible for member- 
ship in the Federal [reserve system] Reserve System, in accordance 
with section [9] 22 of this Act. Any Federal [reserve] Reserve 
bank may [also,] also subject to regulations and limitations to be 
prescribed by the Board [of Governors of the Federal Reserve Sys- 
tem], discount notes payable to and bearing the indorsement of any 
Federal intermediate credit bank, covering loans or advances made by 
such bank pursuant to the provisions of section 202 (a) of Title II of 
the Federal Farm Loan Act, as amended (U.S. C., title 12, ch. 8, see. 
1031), which have ms ne at the time of discount of not more than 
nine months, exclusive of days of grace, and which are secured by 
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notes, drafts, or bills of exchange eligible for rediscount by Federal 
Reserve banks. 

(c) [12 U. S. C., see 350; F. R. Act, see. 13aJ Any Federal 
[reserve] Reserve bank may also buy and sell debentures and other 
such obligations issued by a Federal Intermediate Credit Bank [or 
by a National Agricultural Credit Corporation,] but only to the same 
extent as and subject to the same limitations as those upon which 
it may buy and sell bonds issued under Title I of the Federal Farm 
Loan Act. 

[i2 U.S. C., see. 351; F. R. Act, sec. 13a] Notes, drafts, bills 
of exchange or acceptances issued or drawn by cooperative marketing 
associations composed of producers of agricultural products shall be 
deemed to have been issued or drawn for an agricultural purpose, 
within the meaning of this section, if the proceeds thereof have been 
or are to be advanced by such association to any members thereof 
for an agricultural purpose, or have been or are to be used by such 
association in making payments to any members thereof on account 
of agricultural products delivered by such members to the association, 
or if such proceeds have been or are to be used by such association to 
meet expenditures incurred or to be incurred by the association in 
connection with the grading, processing, packing, preparation for 
market, or marketing of any agricultural product handled by such 
association for any of its members: Provided, That the express enu- 
meration in this [paragraph] subsection of certain classes of paper of 
cooperative marketing associations as eligible for rediscount shall not 
be construed as re ndering ineligible any ‘other class of paper of such 
associations which is now eligible for rediscount. 

(e) [12 U.S. C., see. 352; F. R. Act, see. 13a] The Board [of 
Governors of the Federal Reserve System] may, by regulation, limit 
to a percentage of the assets of a Federal [reserve] Reserve bank the 
amount of notes, drafts, acceptances, or bills having a maturity in 
excess of three months, but not exceeding six months, exclusive of 
days of grace, which may be discounted by such bank, and the amount 
of notes, drafts, bills, or acceptances having a maturity in excess of 
six months, but not exceeding nine months, which may be redis- 
counted by such bank. 


12. Acceptances 

a) [i2U.S.C., sec. 346; F. R. Act, sec. 13] Any Federal [reserve] 
Reserve bank may discount acceptances of the kinds hereinafter 
described, which have a maturity at the time of discount of not more 
than [90] ninety days’ sight, exclusive of days of grace, and which 
are indorsed by at least one member bank: P rovided, That such 
acceptances if drawn for an agricultural purpose and secured at the 
time of acceptance by w arehouse receipts or other such documents 
conveying or securing title covering readily marketable staples may 
be discounted with a maturity at the time of discount of not more than 
six months’ sight exclusive of days of grace. 

[12 U.S. C., sec. 372; F. R. Act, sec. 13] Any member bank 
may accept drafts or bills of exe hange drawn upon it having not more 
than six months sight to run, exclusive of days of grace, which grow 
out of transactions involving the importation or exportation of goods; 
or which grow out of transactions involving the domestic shipment of 
goods provided shipping documents conveying or securing title are 
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attached at the time of acceptance; or which are secured at the time 
of acceptance by a warehouse receipt or other such document convey- 
ing or securing title covering readily marketable staples. No member 
bank shall accept, whether in a foreign or domestic transaction, for 
any One person, company, firm, or corporation to an amount equal at 
any time in the aggregate to more than ten per centum of its paid-up 
and unimpaired capital stock and surplus, unless the bank is secured 
either by attached documents or by some other actual security grow- 
ing out of the same transaction as the acceptance; and no bank shall 
accept such bills to an amount equal at any time in the aggregate to 
more than one-half of its paid-up and unimpaired capital stock and 
surplus: Provided, however, That the Board [of Governors of the 
Federal Reserve System], under such general regulations as it may 
prescribe, which shall apply to all banks alike 1 -egardless of the amount 
of capital stock and surplus, may authorize any member bank to 
accept such bills to an amount not exceeding at any time in the aggre- 
gate one hundred per centum of its paid-up and unimpaired capital 
stock and surplus: Provided further, That the aggregate of acceptances 
growing out of domestic transactions shall in no event exceed fifty 
per centum of such capital stock and surplus. 

[i2 U.S. C., sec. 373; F. R. Act, sec. 13] Any member bank 
may accept drafts or bills of exchange drawn upon it having not more 
than three months’ sight to run, exclusive of days of grace, drawn 
under regulations to be prescribed by the Board [of Governors of the 
Federal Reserve System] by banks or bankers in foreign countries or 
dependencies or insular possessions of the United States for the pur- 
pose of furnishing dollar exchange as required by the usages of trade 
in the respective countries, dependencies, or Lisnular] insular pos- 
sessions. Such drafts or bills may be acquired by Federal [reserve] 
Reserve banks in such amounts and subject to such regulations, restric- 

tions, and limitations as may be prescribed by the Board [of Governors 

of the Federal Reserve System]: Provided, however, That no member 
bank shall accept such drafts or bills of exchange referred to in this 
Somunragh’ subsection for any one bank to an amount exce2ding in 
the aggregate 10 per centum of the paid-up and unimpaired capital and 
surplus of the accepting bank unless the draft or bill of exchange is 
accompanied by documents conveying or securing title or by some 
other adequate security: Provided further, That no member bank shall 
accept such drafts or bills in an amount exceeding at any time the 
aggregate of one-half of its paid-up and unimpaired capital and surplus. 
§ 13. Advances 


a) [12 U.S. C., see. 347; F. R. Act, see. 13] Any Federal [reserve] 
Reserve bank may make advances for periods not exceeding fifteen 
days to its member banks on their promissory notes secured by the 
deposit or pledge of bonds, notes, certificates of indebtedness, or 
Treasury bills of the United States, or by the deposit or pledge of 
debentures or other such obligations of Federal intermediate credit 
hanks which are eligible for purchase by Federal [reserve] Reserve 
banks under section [13 (a)] 1/ of this Act, [or by the deposit or 
pledge of Federal Farm Mortgage Corporation bonds issued under the 
Federal Farm Mortgage C orporation Act, or by the deposit or pledge 
of bonds issued under the provisions of subsection (c) of section 4 
of the Home Owners’ Loan Act of 1933, as amended,] and any 
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Federal [reserve] Reserve bank may make advances for periods not 
exceeding ninety days to its member banks on their promissory notes 
secured by such notes, drafts, bills of exchange, or bankers’ acceptances 
as are eligible for rediscount or for purchase by Federal [reserve] 
Reserve banks under the provisions of this Act. All such advances 
shall be made at rates to be established by such Federal [reserve] 
Reserve banks, such rates to be subject to the review and determination 
of the Board [of Governors of the Federal Reserve System]. If any 
member bank to which any such advance has been made shall, during 
the life or continuance of such advance, and despite an official warning 
of the reserve bank of the district or of the Board [of Governors of the 
Federal Reserve System] to the contrary, increase its outstanding 
loans secured by collateral in the form of stocks, bonds, debentures, 
or other such obligations, or loans made to members of any organizec| 
stock exchange, investment house, or dealer in securities, upon any 
obligation, note, or bill, secured or unsecured, for the purpose of 
pure hasing and/or carrying stocks, bonds, or other investment securi- 
ties (except obligations of the United States) such advance shall be 
deemed immediately due and payable, and such member bank shall be 
ineligible as a borrower at the reserve bank of the district under the 
provisions of this [paragraph] subsection for such period as the Board 
[of Governors of the Federal Reserve System] shall determine: 
Provided, That no temporary carrying or clearance loans made solely 
for the purpose of facilitating the purchase or delivery of securities 
offered for public subscription shall be included in the loans referred 
to in this [paragraph] subsection. 

(6) [12 U.S. C., sec. 347¢; F. R. Act, sec. 13] Subject to such 
limitations, restrictions, and regulations as the Board [of Governors 
of the Federal Reserve System] may prescribe, any Federal [reserve] 
Reserve bank may make advances to any individual, partnership, or 
corporation on the promissory notes of such individual, partnership, 
or corporation secured by direct obligations of the United States. 
Such advances shall be made for periods not exceeding 90 days and 
shall bear interest at rates fixed from time to time by the Federal 
[reserve] Reserve bank, subject to the review and determination of 
the Board [of Governors of the Federal Reserve System. ] 

[12 U.S. C., sec. 347a; F. R. Act, sec. 10 (a) [Upon receiving 
the consent of not less than five members of the Board of Governors 
of the Federal Reserve System, any Federal reserve bank may make 
advances, in such amount as the board of directors of such Federal 
reserve bank may determine, to groups of five or more member banks 
within its district, a majority of them independently owned and con- 
trolled, upon their time or demand promissory notes, provided the 
bank or banks which receive the proceeds of such advances as herein 
provided have no adequate amounts of eligible and acceptable assets 
available to enable such bank or banks to obtain sufficient credit 
accommodations from the Federal reserve bank through rediscounts 
or advances other than as provided in section 10 (b). The liability 
of the individual banks in each group must be limited to such pro- 
portion of the total amount advanced to such group as the deposit 
liability of the respective banks bears to the aggregate deposit liability 
of all banks in such group, but such advances may be made to a lesser 
number of such member banks if the aggregate amount of their de- 
posit liability constitutes at least 10 per centum of the entire deposit 
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liability of the member banks within such district. Such banks shall 
be authorized to distribute the proceeds of such loans to such of their 
number and in such amount as they may agree upon, but before so 
doing they shall require such recipient banks to deposit with a suit- 
able trustee, representing the entire group, their individual notes made 
in favor of the group protected by such collateral security as may be 
agreed upon. Any Federal reserve bank making such advance shall 
charge interest or discount thereon at a rate not less than 1 per 
centum above its discount rate in effect at the time of making such 
advance. No such note upon which advances are made by a Federal 
reserve bank under this section shall be eligible under section 16 of 
this Act as collateral security for Federal reserve notes. 

[No obligations of any foreign government, individual, partner- 
ship, association, or corporation organized under the laws thereof 
shall be eligible as collateral security “for advances under this section. 

[Me mber banks are authorized to obligate themselves in accord- 
ance with the provisions of this section. ] 

(ec) [12 U.S. C., see. 347 b; F. R. Act, sec. 10 (b)J Any Federal 
Reserve bank, under rules and regulations prescribed by the Board 
[of Governors of the Federal Reserve System], may make advances 
io any member bank on its time or demand notes having maturities 
of not more than four months and which are secured to the satisfac- 
tion of such Federal Reserve bank. Each such note shall bear 
interest at a rate not less than one-half of 1 per centum per annum 
higher than the highest discount rate in effect at such Federal Reserve 
bank on the date of such note. 
f12 U.S. C., sec. 352 a; F. R. Act, sec. 13b] 

[(a) In exceptional circumstances, when it appears to the satis- 
faction of a Federal Reserve bank that an established industrial or 
commercial business located in its district is unable to obtain requisite 
financial assistance on a reasonable basis from the usual sources, the 
Federal Reserve bank, pursuant to authority granted by the Board 
of Governors of the Federal Reserve System, may make loans to, or 
purchase obligations of, such business, or may make commitments 
with respect thereto, on a reasonable and sound basis, for the purpose 
of providing it with working capital, but no obligation shall be ac- 
quired or commitment made hereunder with a maturity exceeding 
five years. 

[(b) Each Federal Reserve bank shall also have power to discount 
for, or purchase from, any bank, trust company, mortgage company, 
credit corporation for industry, or other financing institution operating 
in its district, obligations having maturities not exceeding five years, 
entered into for the purpose of obtaining working capital for any such 
established industrial or commercial business; to make loans or ad- 
vances direct to any such financing institution on the security of such 
obligations; and to make commitments with regard to such discount 
or purchase of obligations or with respect to such loans or advances 
on the security thereof, including commitments made in advance of 
the actual undertaking of such obligations. Each such financing 
institution shall obligate itself to the satisfaction of the Federal 
Reserve bank for at least 20 per centum of any loss which may be 
sustained by such bank upon any of the obligations acquired from such 
financing institution, the existence and amount of any such loss to be 
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determined in accordance with regulations of the Board of Governors 
of the Federal Reserve System: Provided, That in lieu of such obliga- 
tion against loss any such financing institution may advance at: least 
20 per centum of such working capital for any established industria] 
or commercial business without. obligating itself to the Federal Reserve 
bank against loss on the amount advanced by the Federal Reserve 
bank: Provided, however, That such advances by the financing institu- 
tion and the Federal Reserve bank shall be considered as one advance, 
and repayment shall be made pro rata under such regulations as the 
Board of Governors of the Federal Reserve System may prescribe. 
[(c) The aggregate amount of loans, advances, and commitments 
of the Federal Reserve banks outstanding under this section at any 
one time, plus the amount of purchases and discounts under this section 
held at the same time, shall not exceed the combined surplus of the 
Federal Reserve banks as of July 1, 1934, plus all amounts paid to 
the Federal Reserve banks by the Secretary of the Treasury unde: 
subsection (e) of this section, and all operations of the Federal Reserve 
banks under this section shall be subject to such regulations as the 
Board of Governors of the Federal Reserve System may prescribe. 
[(d) For the purpose of aiding the Federal Reserve banks in carry- 
ing out the provisions of this section, there is hereby established in each 
Federal Reserve district an industrial advisory committee, to be ap- 
pointed by the Federal Reserve bank subject to the approval and regu- 
lations of the Board of Governors of the Federal Reserve System, and 
to be composed of not less than three nor more than five members as 
determined by the Board of Governors of the Federal Reserve System. 
Each member of such committee shall be actively engaged in some 
industrial pursuit within the Federal Reserve district in which the 
committee is established, and each such member shall serve without 
compensation but shall be entitled to receive from the Federal Reserve 
bank of such district his necessary expenses while engaged in the busi- 
ness of the committee, or a per diem allowance in lieu thereof to be 
fixed by the Board of Governors of the Federal Reserve System. Each 
application for any such loan, advance, purchase, discount, or com- 
mitment shall be submitted to the appropriate committee and, after 
an examination by it of the business with respect to which the applica- 
tion is made, the application shall be transmitted to the Federal 
Reserve bank, together with the recommendation of the committee. 
[(e) In order to enable the Federal Reserve banks to make the 
loans, discounts, advances, purchases, and commitments provided for 
in this section, the Secretary of the Treasury, on and after June 19, 
1934, is authorized, under such rules and regulations as he shall pre- 
scribe, to pay to each Federal Reserve bank not to exceed such portion 
of the sum of $139,299,557 as may be represented by the amount paid 
by each Federal Reserve bank for stock of the Federal Deposit In- 
surance Corporation, upon the execution by each Federal Reserve 
bank of its agreement (to be endorsed on the certificate of such stock) 
to hold such stock unencumbered and to pay to the United States all 
dividends, all payments on liquidation, and all other proceeds of such 
stock, for which dividends, payments, and proceeds the United States 
shall be secured by such stock itself up to the total amount paid to 
ach Federal Reserve bank by the Secretary of the Treasury under 
this section. Each Federal Reserve bank, in addition, shall agree 
that, in the event such dividends, payments, and other proceeds i 
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any calendar year do not aggregate 2 per centum of the total payment 
made by the Secretary of the Treasury, under this section, it will pay 
to the United States in such year such further amount, if any, up to 
2 per centum of the said total payment, as shall be covered by the net 

sarnings of the bank for that year de rived from the use of the sum so 
pail by the Secretary of the Treasury, and that for said amount so 
due the United States shall have a first claim against such earnings 
and stock, and further that it will continue such payments until the 
final liquidation of said stock by the Federal Deposit Insurance Cor- 
poration. The sum so paid to each Federal Reserve bank by the 
Secretary of the Treasury shall become a part of the surplus fund of 
such Federal Reserve bank within the meaning of this section. All 
amounts required to be expended by the Secretary of the Treasury in 
order to carry out the provisions of this section shall be paid out of 
the miscellaneous receipts of the Treasury created by the increment 
resulting from the reduction of the weight of the gold dollar under the 
President’s proclamation of January 31, 1934; and there is hereby 
appropriated, out of such receipts, such sum as shall be required for 
such purpose. J 


§$ 14. Open-market operations 

[12 U.S. C., sec. 353; F. R. Act, sec. 14] Any Federal [reserve] 
Reserve bank may, under rules and regulations prescribed by the 
Board [of Governors of the Federal Reserve System], purchase and 
sell in the open market, at home or abroad, either from or to domestic 
wv foreign banks, firms, corporations, or individuals, cable transfers 
and bankers’ acceptances and bills of exchange of the kinds and ma- 
turities by this Act made eligible for rediscount, with or without the 
indorsement of a member bank. 

(b) Every Federal Reserve bank shall have power: 

[(a)] (1) [12 U.S. C., see. 354; F. R. Act, see. 14 (a) To deal in 
gold coin and bullion at home or abroad, to make loans thereon, 
exchange Federal [reserve] Reserve notes for gold, gold coin, or gold 
certificates, and to contract for loans of gold coin or bullion, giving 
therefor, when necessary, acceptable security, including the hypothe- 
cation of United States bonds or other securities which Federal 
[reserve] Reserve banks are authorized to hold; 

[(b)] (2) [12 U.S. C., sec. 355; F. R. Act, sec. 14 (b)] To buy and 
sell, at home or abroad, ees and notes of the United States, [bonds 
of the Federal Farm Mortgage Corporation having maturities from 
date of purchase of not exceeding six months, bonds issued under the 
provisions of subsection (c) of section 4 of the Home Owners’ Loan 
Act of 1933, as amended, and having maturities from date of purchase 
of not exceeding six months,] and bills, notes, revenue bonds, and 
warrants with a maturity from date of purchase of not exceeding 
six months, issued in anticipation of the collection of taxes or in 
anticipation of the receipt of assured revenues by any State, county, 
district, political subdivision, or municipality in the continental 
United [States,] States including irrigation, [drainage] drainage, and 
reclamation districts, such pure chases to be made in accordance with 
rules and regulations prescribed by the Board [of Governors of the 
Federal Reserve System]: Provided, That notwithstanding any other 
provisions of this Act, [(1)] (A) until July 1, 1958, any bonds, notes, 
or other obligations which are direct obligations of the United States 
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or which are fully guaranteed by the United States as to principal and 
[interest] interest, may be bought and sold without regard to maturi- 
ties either in the open market or directly from or to the United States ; 
but all such purchases and sales shall be made in accordance with the 
provisions of section [12A] 40 of this Act, and the aggregate amount 
of such obligations acquired directly from the United States which is 
held at any one time by the twelve Federal Reserve banks shall not 
exceed $5,000,000,000; and [(2)] (B) after June 30, 1958, any bonds, 
notes, or other obligations which are direct obligations of the United 
States or which are fully guaranteed by the United States as to 
principal and interest may be bought and sold without regard to 
maturities but only in the open market. The Board [of Governors 
of the Federal Reserve System] shall include in [their] zs annual 
report to Congress detailed information with respect to direct pur- 
chases and sales from or to the United States under the provisions of 
the preceding [proviso.] proviso; 

[(c)] (3) [12 U.S. C., sec. 356; F. R. Act, sec. 14 (c)] To pur- 
chase from member banks and to sell, with or without its endorsement, 
bills of exchange arising out of commercial transactions, as hereinbe- 
fore de fined ; 

[(d)] (4) [12 U. , sec. 357; F. R. Act, sec. 14 (d)] To estab- 
lish from one to eal athens to review and determination of the 
Board [of Governors of the Federal Reserve System], rates of dis- 
count to be charged by the Federal [reserve] Reserve bank for each 
class of paper, which shall be fixed with a view of accommodating 
commerce and business; but each such bank shall establish such 
rates every fourteen days, or oftener if deemed necessary by the Board; 

[(e)] (5) [12 U.S. C., sec. 358; F. R. Act, sec. 14 (e) J To establish 
accounts with other Federal [reserve] PReserve banks for exchange 
purposes and, with the consent or upon the order and direction of the 
Board [or Governors of the Federal Reserve System] and under 
regulations to be prescribed by said [board] Board, to open and 
maintain accounts in foreign countries, appoint correspondents, and 
establish agencies in such countries wheresoever it may be deemed 
best for the purpose of purchasing, selling, and collecting bills of 
exchange, and to buy and sell, with or without its indorsement, through 
such correspondents or agencies, bills of exchange (or acceptances) 
arising out of actual commercial transactions which have not more 
than ninety days to run, exclusive of days of grace, and which bear 
the signature of two or more responsible parties, and, with the consent 
of the Board [of Governors of the Federal Reserve System,] to open 
and maintain banking accounts for such foreign correspondents or 
agencies, or for foreign banks or bankers, or for foreign states as de- 
fined in section [25 (b)] 5/ (d) of this Act. Whenever any such ac- 
count has been opened or agency or correspondent has been appointed 
by a Federal [reserve] Reserve bank, with the consent of or under the 
order and direction of the Board [of Governors of the Federal Reserve 
System], any other Federal [reserve] Reserve bank may, with the 
consent and approval of the Board [of Governors of the Federal 
Reserve System], be permitted to carry on or conduct, through the 
Federal [reserve] Reserve bank opening such account or appointing 
such agency or correspondent, any transaction authorized by this 
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section under rules and regulations to be prescribed by the [board] 
Board; 

C(f)] (6) [12 U.S. C., see. 359; F. R. Act, sec. 14 (f)] To purchase 
and sell in the open market, either from or to domestic banks, firms, 
corporations, or individuals, acceptances of Federal [Intermediate 
Credit Banks and of National Agricultural Credit Corporation, ] in- 
termediate credit banks whenever the Board [of Governors of the 
Federal Reserve System] shall declare that the public interest so 
requires. 

C(g)] (7) [12 U.S. C., see. 348 (a); F. R. Act, sec. 14 (g)J The 
Board [of Governors of the Federal Basers e System] shall exercise 
special supervision over all relationships and transactions of any kind 
entered into by any Federal [reserve] Reserve bank with any foreign 
bank or banker, or with any group of foreign banks or bankers, and 
all such relationships and transactions shall be subject to such regu- 
lations, conditions, and limitations as the Board may prescribe. No 
officer or other representative of any Federal [reserve] Reserve bank 
shall conduct negotiations of any kind with the officers or repre- 
sentatives of any foreign bank or banker without first obtaining the 
permission of the Board [of Governors of the Federal Reserve Sys- 
tem]. The Board [of Governors of the Federal Reserve System] 
shall have the right, in its discretion, to be represented in any con- 
ference or negotiations by such representative or representatives as 
the Board may designate. A full report of all conferences or negotia- 
tions, and all understandings or agreements arrived at or transactions 
agreed upon, and all other material facts appertaining to such con- 
ferences or negotiations, shall be filed with the Board [of Governors 
of the Federal Reserve System] in writing by a duly authorized 
officer of each Federal [reserve] Reserve bank which shall have 
participated in such conferences or negotiations. 


Govern ows deposits 


(a) [12 U.S. C., see. 391; F. R. Aet, sec. 15] The moneys held in 
the general ee of the [T reasury .] Treasury [except the five per 
centum fund for the redemption of outstanding national-bank notes 
and the funds provided in this act for the redemption of Federal 
reserve notes] may, upon the direction of the Secretary of the Treasury, 
be deposited in Federal [reserve] Reserve banks, which banks, when 
required by the Secretary of the Treasury, shall act as fiscal agents of 
the United States; and the revenues of the Government or any part 
thereof may be deposited in such banks, and disbursements may be 
made by checks drawn against such deposits. 

[i2 U.S. C., see. 392; F. R. Act, sec. 15] [No public funds of the 
Philippine Islands, or of the postal savings, or any Government funds, 
shall be deposited in the continental United States in any bank not 
belonging to the system established by this Act: Provided, however, 
That ‘nothing i in this Act shall be construed to deny the right of the 
Secretary of the Treasury to use member banks as depositories. J 

(6) [12 U.S.C., sec. 393; F. R. Act, sec. 15] The Federal [reserve] 
Reserve banks are hereby authorized to act as depositories for and 
fiscal agents of any [National Agricultural Credit Corporation or] 
Federal Intermediate Credit Bank. 
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CHapTeER 4—Drirecrors oF Freperat Reserve Banks 


§ 16. Duties of directors [12 U.S. C., sec. 301; F. R. Act, sec. 4] 

(a) Every Federal [reserve] Reserve bank shall be conibueted under 
the supervision and control of a board of directors. The board of direc- 
tors shall perform the duties usually appertaining to the office of 
directors of banking associations and all such duties as are prescribed 
by law. 

(6) Said board of directors shall administer the affairs of said 
bank fairly and impartially and without discrimination in favor of or 
against any member bank or banks and may, subject to the provisions 
of law and the orders of the Board [of ‘Governors of the Federal 
Reserve System], extend to each member bank such discounts, ad- 
vancements, and accommodations as may be safely and reasonably 
made with due regard for the claims and demands of other member 
banks, the maintenance of sound credit conditions, and the ac- 
commodation of commerce, industry, and agriculture. The Board 
[of Governors of the Federal Reserve System J may prescribe regula- 
tions further defining within the limitations of this Act the conditions 
under which discounts, advancements, and the accommodations may 
be extended to member banks. Each Federal [reserve] Reserve 
bank shall keep itself informed of the general character and amount 
of the loans and investments of its member banks with a view to 
ascertaining whether undue use is being made of bank credit for 
the speculative carrying of or trading in securities, real estate, or 
commodities, or for any other purpose inconsistent with the main- 
tenance of sound credit conditions; and, in determining whether to 
grant or refuse advances, rediscounts, or other credit accommodations, 
the Federal [reserve] Reserve bank shall give consideration to such 
information. The chairman of the Federal [reserve] Reserve bank 
shall report to the Board [of Governors of the Federal Reserve 

ystem] any such undue use of bank credit by any member bank, 
together with his recommendation. Whenever, in the judgment 
of the [Board of Governors of the Federal Reserve System] Board, 
any member bank is making such undue use of bank credit, the Board 
may, in its discretion, after reasonable notice and an opportunity for a 
hearing, suspend such bank from the use of the credit facilities of 
the Federal Reserve System and may terminate such suspension or 
may renew it from time to time. 

§ 17. Classes of directors 

[Omitted from U. S. Code; F. R. Act, sec. 4] [The Reserve Bank 
Organization Committee may, in organizing Federal reserve banks, 
call such meetings of bank directors in the several districts as may be 
necessary to carry out the purposes of this Act, and may exercise the 
functions herein conferred upon the chairman of the board of directors 
of each Federal reserve bank pending the complete organization of 
such bank.J 

(a) [12 U. S. C., sec. 302; F. R. Act, sec. 4] [Such] The 
board of directors of each Federal Reserve bank shall be selected 
hereinafter specified and shall consist of nine members, holding office 
for three years, and divided into three classes, designated as classes 
A, B, and [C.] C, with the term of office of one director of each such class 
expiring at the end of each calendar year; but no director of a Federal 
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Reserve bank who has served two full consecutive terms of three years each 
shall be eligible to serve again as a director pursuant to a new election or 
new appointment until after an intervening period of not less than three 
years, except that a director designated as chairman of the board of directors 
of such bank may serve three full consecutive three-year terms without 
sueh an intervening period. [12 U.S. C., sec. 308; F. R. Act, sec. 4] 
[At the first meeting of the full board of directors of each Federal 
reserve bank, it shall be the duty of the directors of classes A, B and 
C, respectively, to designate one of the members of each class whose 
term of office shall expire in one year from the first of January nearest 
to date of such meeting, one whose term of office shall expire at the 
end of two years from said date, and one whose term of office shall 
expire at the end of three years from said date. Thereafter every 
director of a Federal reserve bank chosen as hereinbefore provided 
shall hold office for a term of three years.] Vacancies that may occur 
in the several classes of directors of Federal [reserve] Reserve banks 
may be filled in the manner provided for the original selection of suc h 
directors, such appointees to hold office for the unexpired terms of 
their predecessors. Hach director shall be a resident of the district of the 
Federal Reserve bank on the board of which he is serving, or shall reside 
within a fifty-mile radius of the Federal Reserve bank on the board of 
which he is serving. Each director shall cease to be a director when he 
ceases to meet the residence requirement. 

(b) [12 U.S. C., see. 302, 303; F. R. Act, sec. 4] Class A shall 
consist of three [members, who] members who shall be chosen by and 
be representative of the stock-holding banks. Class B shall consist 
of three members, who at the time of their election shall be actively 
engaged in their district in commerce, agriculture or some other 
industrial pursuit. No director of class B shall be an officer, director, 
or employee of any bank. Class C shall consist of three members who 
shall be [designated] appointed by the Board [of Governors of the 
Federal Reserve System]. [When the necessary subscriptions to 
the capital stock have been obtained for the organization of any 
Federal reserve bank, the Board of Governors of the Federal Reserve 
System shall appoint the class C directors and shall designate one of 
such directors as chairman of the board to be selected. Pending the 
designation of such chairman, the organization committee shall exer- 
cise the powers and duties appertaining to the office of chairman in 
bo organization of such Federal reserve bank.] No director of class 

’ shall be an officer, director, employee, or stockholder of any bank. 

(ec) [12 U.S. C., sec. 303, F. R. Act, sec. 4]. No Senator or Repre- 
sentative in Congress shall be a member of the Board [of Governors 
of the Federal Reserve System] or an officer or a director of a Federal 
[reserve] Peserve bank. 
$ 18. Selection of class A and B directors [12 U.S. C., see. 304; F. R. 

Act, sec. 4] 

Directors of class A and class B shall be chosen in the following 
manner: 

(a) The Board [of Governors of the Federal Reserve System] shall 
classify the member banks of the district into three general groups or 
divisions, designating each group by number. Each group shall 
consist as nearly as may be of banks of similar capitalization. Each 
member bank shall be permitted to nominate to the chairman of the 
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board of directors of the Federal [reserve] Reserve bank of the district 
one candidate for director of class A and one candidate for director of 
class B. The candidates so nominated shall be listed by the chair- 
man, indicating by whom nominated, and a copy of said list shall, 
within fifteen days after its completion, be furnished by the chairman 
to each member bank. Each member bank by a resolution of the 
board or by an amendment to its by-laws shall authorize its president, 
cashier, or some other officer to cast the vote of the member bank in 
the elections of class A and class B directors: Provided, That whenever 
any two or more member banks within the same Federal [reserve] 
Reserve district are affiliated with the same holding company affiliate, 
participation by such member banks in any such nomination or 
election shall be confined to one of such banks, which may be desig- 
nated for the purpose by such holding company affiliate. 

(6) Within fifteen days after receipt of the list of candidates the 
duly authorized officer of a member bank shall certify to the chaitman 
his first, second, and other choices for director of class A and class B, 
respectively, upon a preferential ballot upon a form furnished by the 
chairman of the board of directors of the Federal [reserve] Reserve 
bank of the district. Each such officer shall make a cross opposite 
the name of the first, second, and other choices for a director of class A 
and for a director of class B, but shall not vote more than one choice 
for any one candidate. No officer or director of a member bank shall 
be eligible to serve as a class A director unless nominated and elected 
by banks which are members of the same group as the member bank 
of which he is an officer or director. 

(c) Any person who is an officer or director of more than one mem- 
ber bank shall not be eligible for nomination as a class A director 
except by banks in the same group as the bank having the largest 
aggregate resources of any of those of which such person is an officer 
or director. 

(d) Any candidate having a majority of all votes cast in the column 
of first choice shall be declared elected. If no candidate have a major- 
ity of all the votes in the first column, then there shall be added to- 
gether the votes cast by the electors for such candidates in the second 
column aad the votes cast for the several candidates in the first column. 
The candidate then having a majority of the electors voting and the 
highest number of combined votes shall be declared elected. If no 

candidate have a majority of electors voting and the highest number 

of votes when the first and second choices shall have been added, then 
the votes cast in the third column for other choices shall be added 
together in like manner, and the candidate then having the highest 
number of votes shall be declared elected. An immediate report of 
election shall be declared. 

§ 19. Federal oe serve agent 

(a) [12 U.S. C., sec. 305; F. R. Act, see. 4] Class C directors shall 
[be aaclaiaiend: tee the Board of Governors of the Federal Reserve 
System. They shall] have been for at least two years residents of 
the district for which they are [appointed, one of whom] appointed. 
One of the ciass C' directors shall be designated by [said board] the 
Board as chairman of the board of directors of the Federal [reserve] 
Reserve bank and as “Federal [reserve] Reserve agent.”” [He shall 
be a person of tested banking experience, and in] /n addition to his 
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duties as chairman of the board of direeters of the Federal [reserve 
bank he] Reserve bank, he shall be required to maintain, under regu- 
lations to be established by the Some [of Governors of the Federal 
Reserve System], a local office of said [board] Board on the premises 
of the Federal [reserve] Reserve bank. He shall make regular reports 
to the Board [of Governors of the Federal Reserve System] and shall 
act as its official representative for the performance of the functions 
conferred upon it by this Act. [He shall receive an annual compen- 
sation to be fixed by the Board of Governors of the Federal Reserve 
System and paid monthly by the Federal reserve bank to which he is 
designated.J > One of the directors of class C shall be appointed by 
the Board [of Governors of the Federal Reserve System] as deputy 
chairman to exercise the powers of the chairman of the [board] Board 
when necessary. In case of the absence of the chairman and deputy 
chairman, the third class C director shall preside at meetings of the 
[board] Board. 

(6b) [12 U.S.C., sec. 306; F. R. Act, see. 4] Subject to the approval 
of the Board [of Governors of the Federal Reserve System], the 
Federal [reserve] Reserve agent shall appoint one or more assistants. 
Such [assistants, who shall be persons of tested banking experience, 
shall assist the Federal reserve agent in the performance ‘of his duties 
and shall also have power to act in his name and stead during his 
absence or disability.] an assistant may perform such duties of a min- 
isterial character as may be delegated to him by the Federal Reserve agent, 
including those provided for the agent in section 43 of this Aet, shall 
otherwise assist the agent in the performance of his functions and, during 
the absence or disability of the agent or a vavancy in his office, shall have 
power to act in his name and stead and perform any of his duties. 7” he 
Board [of Governors of the Federal Reserve System] shall require 
such bonds of the assistant Federal [reserve] Reserve agents as it 
may deem necessary for the protection of the United States. Assist- 
ants to the Federal [reserve agent] Reserve agents shall receive an 
annual Ecompensation, to] compensation to be fixed by the Board and 
paid [in the same manner as that of the Federal reserve agent.] by 
the Federal Reserve bank at which they serve in such capacity. 


§ 20. Compensation of directors, officers, and employees [12 U.S. C., 
sec. 307; F. R. Act, sec. 4] 

Directors of Federal [reserve] Reserve banks shall receive, in addi- 
tion to any compensation otherwise provided, a reasonable allowance 
for necessary expenses in attending meetings of their respective boards, 
which amounts shall be paid by the respective Federal [reserve] 
Reserve banks. Any compensation that may be provided by boards 
of directors of Federal [reserve] Reserve banks for directors, officers 


or employees shall be subject to the approval of the Board [of Gov- 
ernors of the Federal Reserve System]. 


CHAPTER 9 MEMBERSHIP IN THE FEDERAL Reserve System 


§ 21. National banks as members 


Partly incorporated in 12 U.S. C., sec. 282; F. R. Act, sec. 2] 
LU nder regulations to be prescribed by the organization committee, 
‘very national banking association in the United States is hereby re- 


quired, and every eligible bank in the United States and every trust 
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company within the District of Columbia, is hereby authorized to 
signify in writing, within sixty days after the passage of this Act, its 
acceptance of the terms and provisions hereof. When the organi- 
zation committee shall have designated the cities in which Federal 
reserve banks are to be organized, and fixed the geographical limits 
of the Federal reserve districts, every national banking association 
within that district shall be required within thirty days after notice 
from the organization committee, to subscribe to the capital stock of 
such Federal reserve bank in a sum equal to six per centum of the 
paid-up capital stock and surplus of such bank, one-sixth of the 
subscription to be payable on cali of the organization committee or 
of the Board of Governors of the Federal Reserve System, one-sixth 
within three months and one-sixth within six months thereafter, and 
the remainder of the subscription, or any part thereof, shall be subject 
to call when deemed necessary by the Board of Governors of the 
Federal Reserve System, said payments to be in gold or gold certifi- 
cates. 

[Omitted from U.S. Code; F. R. Act, sec. 2] [Any national bank 
failing to signify its acceptance of the terms of this Act within the 
sixty days aforesaid, shall cease to act as a reserve agent, upon thirty 
days’ notice, to be given within the discretion of the said organization 
committee or of the Board of Governors of the Federal Reserve 
System. ] 

fi2 U.S. C., sec. 501a; F. R. Act, sec. 2] Every national bank in 
any State or the District of Columbia upon commencing business shall 
become a member bank of the Federal Reserve System by subscribing to 
stock in the Federal Reserve bank of its district in an amount equal to 
six per centum of such national bank’s paid-up capital stock and surplus, 
paying therefor at the time of subscription one-half of such amount plus 
one-half of 1 per centum a month from the period of the last dividend, 
and the other one-half of the amount subscribed shall be subject to call of 
the Board. Should any [national banking association in the United 
States now organized fail within one year after the passage of this 
Act to become a member bank] such national bank fail to become a 
member of the System as above provided or fail to comply with any of 
the provisions of this Act applicable thereto, all of the rights, privi- 
leges, and franchises of such [association] national bank granted to 
it under the [national-bank] National Bank Act, or under the pro- 
visions of this Act, shall be thereby forfeited. Any noncompliance 
with or violation of this Act shall [[, however,] be determined and 
adjudged by any court of the United States of competent jurisdiction 
in a suit brought for that purpose in the district [or territory] in 
which such bank is located, under direction of the Board [of Gover- 
nors of the Federal Reserve System], by the Comptroller of the 
Currency in his own name before the association shall be declared dis- 
solved. In cases of such noncompliance or violation, other than 
the failure to become a member bank under the provisions of this Act, 
every director who participated in or assented to the same shall be 
held liable in his personal or individual capacity for all damages which 
said bank, its shareholders, or any other person shall have sustained 
in consequence of such noncompliance or violation. Such dissolution 
shall not take away or impair any remedy against such corporation, 
its stockholders or officers, for any liability or penalty which shall 
have been previously incurred. 
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[Omitted from U.S. Code; F. R. Act, see. 2] [Should the subscrip- 
tions by banks to the stock of said Federal reserve banks or any one 
or more of them be, in the judgment of the organization committee, 
insufficient to provide the amount of capital required therefor, then 
and in that event the said organization committee may, under condi- 
tions and regulations to be prescribed by it, offer to public subserip- 
tion at par such an amount of stock in said Federal reserve banks, or 
any one or more of them, as said committee shall determine, subject 
to the same conditions as to payment and stock liability as provided 
for member banks. 

[12 U.S. C., see. 283; F. R. Act, see. 2] [No individual, copartner- 
ship, or corporation other than a member bank of its district shall be 
permitted to subscribe for or to hold at any time more than $25,000 
par value of stock in any Federal reserve bank. Such stock shall be 
known as public stock and may be transferred on the books of the 
Federal reserve bank by the chairman of the board of directors of 
such bank. 

[Partly incorporated in 12 U. S. C., see. 284; F. R. Act, sec. 2] 
[Should the total subscriptions by banks and the public to the stock 
of said Federal reserve banks, or any one or more of them, be, in the 
judgment of the organization committee, insufficient to provide the 
amount of capital required therefor, then and in that event the said 
organization committee shall allot to the United States such an amount 
of said stock as said committee shall determine. Said United States 
stock shall be paid for at par out of any money in the Treasury not 
otherwise appropriated, and shall be held by the Secretary of the 
Treasury and disposed of for the benefit of the United States in such 
manner, at such times, and at such price, not less than par, as the 
Secretary of the Treasury shail determine. 

[12 U.S. C., sec. 285; F. R. Act, see. 2] [Stock not held by member 
banks shall not be entitled to voting power. 

[i2 U.S. C., sec. 286; F. R. Act, sec. 2] [The Board of Governors 
of the Federal Reserve System is hereby empowered to adopt and 
promulgate rules and regulations governing the transfers of said 
stock. 

[Last sentence of this paragraph is omitted from U. S. Code; rest 
of paragraph is incorporated in U.S. C., title 12, secs. 224 and 281; 
F. R. Act, sec. 2] [No Federal reserve bank shall commence business 
with a subscribed capital less than $4,000,000. The organization 
of reserve districts and Federal reserve cities shall not be construed 
as changing the present status of reserve cities and central reserve 
cities, except in so far as this Act changes the amount of reserves that 
may be carried with approved reserve agents located therein. The 
organization committee shall have power to appoint such assistants 
and incur such expenses in carrying out the provisions of this Act 
as it shall deem necessary, and such expenses shall be payable by 
the Treasurer of the United States upon voucher approved by the 
Secretary of the Treasury, and the sum of $100,000, or so much 
thereof as may be necessary, is hereby BAM rg out of any 
moneys in the Treasury not otherwise appropriated, for the payment 
of such expenses. ] 
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§ 22. Admission of State banks as members 

(a) [12 U.S. C., sec. 321; F. R. Act, sec. 9] Any bank incorporated 
by special law of any State, or organized under the general laws of any 
State or of the United States, including Morris Plan banks and other 
incorporated banking institutions engaged in similar business, desir- 
ing to become a member of the Federal Reserve System, may make 
application to the Board [of Governors of the Federal Reserve Sys- 
tem], under such rules and regulations as it may prescribe, for the 
right to subscribe to the stock of the Federal [reserve] Reserve bank 
organized within the district in which the applying bank is located. 
Such application shall be for the same amount of stock that the ap- 
plying bank would be required to subscribe to as a national bank. 
{or the purposes of membership of any such bank the terms ‘‘capital”’ 
and “capital stock’’ shall include the amount of outstanding capital 
notes and debentures legally issued by the applying bank and pur- 
chased by the Reconstruction Finance Corporation.] The Board 
{of Governors of the Federal Reserve System], subject to the pro- 
visions of this Act and to such conditions as it may prescribe pursuant 
thereto may permit the applying bank to become a stockholder of such 
Federal [reserve] Reserve bank. 

(6) [12 U.S. C., see. 321; F. R. Act, sec. 9] Upon the conversion 
of a national bank into a State bank, or the merger or consolidation of 
a national bank with a State bank which is not a member of the Fed- 
eral Reserve System, the resulting or continuing State bank may be 
admitted to membership in the Fe sderal Reserve System by the Board 
[of Governors of the Federal Reserve System] in accordance with the 
provisions of this section, but, otherwise, the Federal Reserve bank 
stock owned by the national bank shall be canceled and paid for as 
provided in section [5] 6 of this Act. Upon the [merger or] merger, 
or consolidation of a national bank with a State member bank under 
a State charter, the membership of the State bank in the Federal Re- 
serve system shall eee 

(c) pi2 U.S. C., see. 321; F. R. Act, see. 9] Any such State bank 
which, [at the date of the spernel of this Act, ] on February 25, 1927 
has established and is operating a branch or branches in contoeniey 
with the State law, may retain and operate the same while remaining 
or upon becoming a stockholder of such Federal [reserve] Reserve 
bank; but no such State bank may retain or acquire stock in a Fed- 
eral Reserve bank except upon relinquishment of any branch or 
branches established after [the date of the approval of this Act 
beyond] February 25, 1927, beyond the limits of the city, town, or 
village in which the parent bank is situated: Provided, however, 
That nothing herein contained shall prevent any State member 
bank from establishing and operating branches in the United States 
or any dependency or insular possession thereof or in any foreign 
country, on the same terms and conditions [and] ande subject 
to the same limitations and restrictions as are applicable to the 
establishment of branches by national banks except that the approval 
of the Board [of Governors of the Federal Reserve System], instead 
of the Comptroller of the Currency, shall be obtained before any 
State member bank may hereafter establish any branch and before 
any State bank hereafter admitted to membership may retain any 
branch established after February 25, 1927, beyond the limits of the 
city, town, or village in which the parent bank is situated. The 
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approval of the Board shall likewise be obtained before any State 
member bank may establish any new branch within the limits of any 
such city, town, or village (except within the District of Columbia). 

(d) [12 U.S. C., see. 333; F. R. Act, sec. 9] Any mutual savings 
bank having no capital stock (including any other banking institution 
the capital of which consists of weekly or other time deposits which are 
segregated from all other deposits and are regarded as capital stock 
for the purposes of taxation and the declaration of dividends), but 
having surplus and undivided profits not less than the amount of 
capital required for the organization of a national bank in the same 
place, may apply for and be admitted to membership in the Federal 
Reserve System in the same manner and subject to the same pro- 
visions of law as State banks and trust companies, except that any 
such savings bank shall subscribe for capital stock of the Federal 
[reserve] Reserve bank in an amount equal to six-tenths of 1 per 
centum of its total deposit liabilities as shown by the most recent 
report of examination of such savings bank preceding its admission 
to membership. ‘Thereafter such subscription shall be adjusted semi- 
annually on the same percentage basis in accordance with rules and 
regulations prescribed by the Board [of Governors of the Federal 
Reserve System]. If any such mutual savings bank applying for 
membership is not permitted by the laws under which it was organized 
to purchase stock in a Federal [reserve] Reserve bank, it shall, upon 
admission to the system, deposit with the Federal [reserve] Reserve 
bank an amount equal to the amount which it would have been 
required to pay in on account of a subscription to capital stock. 
Thereafter such deposit shall be adjusted semiannually in the same 
manner as subscriptions for stock. Such deposits shall be subject to 
the same conditions with respect to repayment as amounts paid upon 
subscriptions to capital stock by other member banks and the Federal 
[reserve] Reserve bank shall pay interest thereon at the same rate 
as dividends are actually paid on outstanding shares of stock of such 
Federal [reserve] Reserve bank. If the laws under which any such 
savings bank was organized be amended so as to authorize mutual 
savings banks to subscribe for Federal [reserve] Reserve bank stock, 
such savings bank shall thereupon subscribe for the appropriate 
amount of stock in the Federal Reserve bank, and the deposit herein- 
before provided for in lieu of payment upon capital stock shall be 
applied upon such subscription. If the laws under which any such 
savings bank was organized be not amended at the next session of the 
legislature following the admission of such savings bank to member- 
ship so as to authorize mutual savings banks to purchase Federal 
[reserve] Reserve bank stock, or if such laws be so amended and such 
bank fail within six months thereafter to purchase such stock, all of 
its rights and privileges as a member bank shall be forfeited and its 
membership in the Federal Reserve System shall be terminated in 
the manner prescribed elsewhere in this section with respect to 
State member banks and trust companies. Each such mutual savings 
bank shall comply with all the provisions of law applicable to State 
member banks and trust companies, with the regulations of the Board 
[of Governors of the Federal Reserve System] and with the conditions 
of membership prescribed for such savings bank at the time of admis- 
sion to membership, except as otherwise hereinbefore provided with 
respect to capital stock. 
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(e) [12 U.S. C., sec. 329; F. R. Act, see. 9] No applying bank shall 
be admitted to membership unless it possesses capital stock and sur- 
plus which, in the judgment of the Board, [of Governors of the Fed- 
eral Reserve System] are adequate in relation to the character and 
condition of its assets and to its existing and prospective deposit 
liabilities and other corporate responsibilities: Provided, That no bank 
engaged in the business of receiving deposits other than trust funds, 
which does not possess capital stock and sur plus in an amount equal 
to that which would be required for the establishment of a national 
banking association in the place in which it is located, shall be ad- 
mitted to membership unless it is, or has been, approved for deposit 
insurance under the Federal Deposit Insurance Act. The capital 
stock of a State member bank shall not be reduced except with the 
prior consent of the Board. 

(f) [12 U.S. C., see. 322; F. R. Act, sec. 9] In acting upon [such] 
sone ations for membership the Board [of Governors of the Federal 
Reserve System] shall consider the financial condition of the applying 
bank, the general character of its management, and whether or not 
the corporate powers exercised are consistent with the purposes of 
"7 a 

) [12 v. ’., sec. 323; F. R. Act, sec. 9] Whenever the Board 
[ot Ger ernors of re Federal Reserve System] shall permit the apply- 
ing bank to become a stockholder in the Federal reserve bank of the 
district its stock subscription shall be payable on call of the Board 
[of Governors of the Federal Reserve System], and stock issued to 
it shall be oor subject to the provisions of this Act. 

[12 U.S. C., see. 329a; F. R. Act, sec. 9] [In order to facilitate the 
admission « savelbsedtiny in the Federal Reserve System of any State 
bank which is required under subsection (y) of section 12B of this Act 
to become a member of the Federal Reserve System in order to be an 
insured bank or continue to have any part of its deposits insured under 
such section 12B, the Board of Governors of the Federal Reserve 
System may waive in whole or in part the requirements of this section 
relating to the admission of such bank to membership: Provided, That, 
if such bank is admitted with a capital less than that required for the 
organization of a national bank in the same place and its capital and 
surplus are not, in the judgment of the Board of Governors of the 
Federal Reserve System, adequate in relation to its liabilities to de- 
positors and other creditors, the said Board may, in its discretion, re- 
quire such bank to increase its capital and surplus to such amount as 
the Board may deem necessary within such period prescribed by the 
Board as in its judgment shall be reasonable in view of all the circum- 
stances: Provided, however, That no such bank shall be required to 
increase its capital to an amount in excess of that required for the 
organization of a national bank in the same place.] 

§ 23. Powers and duties of State member banks 

(a) [12 U.S. C., sec. 324; F. R. Act, sec. 9] [All banks admitted to 
membership under authority of this section] State member banks shall 
be required to comply with the reserve and capital requirements of 
this Act and to conform to those provisions of law imposed on national 
banks which prohibit such banks from lending on or purchasing their 


own stock, which relate to the withdrawal or impairment of their 


capital stock, and which relate to the payment of unearned dividends. 



















FINANCIAL INSTITUTIONS ACT OF 1957 89 


Such banks and the officers, agents, and employees thereof shall also 
be subject. to the provisions of “and to the penalties prescribed by sec- 
tions 334, 656, and 1005 of [Title] title 18, United States [Code,] 
Code. 

(b) [12 U.S. C., see. 324; F. R. Act, see. 9] [and shall be required to 
make reports of condition and of the payment of dividends to the 
Federal reserve bank of which they become a member. Not less than 
three of such reports shall be made annually on call of the Federal 
reserve bank on dates to be fixed by the Board of Governors of the 
Federal Reserve System] Every State member bank shall make to the 
Federal Reserve bank of which it is a member not less than chree reports 
of condition during each year. Such reports shall be made on the call of 
the Federal Reserve bank on dates to be fixed by the Board and shall be 
in. such form and shall contain such information as the Board may 
require. The Board may require such reports to be published by all 
State member banks on the same date in accordance with such regulations 
as it may prescribe. In addition, every State member bank shall make io 
the Federal Reserve bank reports of the payment of dividends in such 
form and at such time as the Board may require. Each Federal Reserve 
bank shall also have the power to call for special re ports from any of its 
State member banks whenever in its judgment the same are necessary in 
order to obtain full and complete knowledge of its condition. Failure to 
make such reports within ten days after the date they are called for 
shall sub ject the offending bank to a penalty of $100 a di ay for each 
day it fails to transmit such (reports; such] reports. Such penalty 
[to] shall be collected by the Federal [reserve] Reserve bank by suit 
or otherwise. [Such reports of conditions shall be in such form and 
shall contain such information as the Board of Governors of the Federal 
Reserve System may require and shall be published by the reporting 
banks in such manner and in accordance with such regulations as the 
said Board may prescribe. ] 

(c) [12 U.S. C., see. 330; F. R. Act, sec. 99 [Banks becoming 
members of the Federal Reserve System under authority of this 
section] State member banks shall be subject to the provisions of this 
[section] chapter and to those of this Act which relate speciiically to 
member banks, but shall not be subject to examination under the 
provisions of [the first two paragraphs of section fifty-two hundred 
and forty of the Revised Statutes as amended by section twenty-one 


of this Act.] subsections (a) and (b) of section 48 of the National Bank 


Act. Subject to the provisions of this Act and to the regulations of 


the [board] Board made pursuant thereto, any bank becoming a 
member of the Federal Reserve System shall retain its full charter 
and statutory rights as a State bank or trust 


company, and may 
continue to exercise all 


corporate powers granted it by the State in 
which it was created, and shall be entitled to all privileges of member 
banks: Provided, however, That no Federal [reserve] Reserve bank 
shall be permitted to discount for any State bank or trust company 
notes, drafts, or bills of exchange of any one borrower who is liable 
for borrowed money to such State bank or trust company in an amount 
greater than that which could be borrowed lawfully from such State 
bank or trust company were it a national banking association. The 
Federal [reserve] Reserve bank, as a condition of the discount of 
notes, drafts, and bills of exchange for such State bank or trust 
company, shall require a certificate or guaranty to the effect that the 
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borrower is not liable to such bank in excess of the amount provided 
by this section, and will not be permitted to become liable in excess 
of this amount while such notes, drafts, or bills of exchange are under 
discount with the Federal [reserve] Reserve bank. 

(d) [12 U.S.C., sec. 335; F. R. Act, sec. 9] State member banks shall 
be subject to the same limitations and conditions with respect to the 
purchasing, selling, underwriting, and holding of investment securities 
and stock as are applicable in the case of national banks under [para- 
eraph “Seventh” of section 5136 of the Revised Statutes, as amended.J 
section Ss of the National Bank . \ct: Provided, howe rer, That, with the 
prior approval of the Board, a State member bank may directly or in- 
directly purchase and hold for not to exceed ninety days stock of another 
bank as steps in a proposed absorption of such other bank through merger, 
consolidation. acquisition of assets and assumption of liahili ties. or 
otherwise. 

(e) [12 U.S. C., see. 71a; Banking Act of 1933, sec. 31] [After 
one year from the date of enactment of this Act, hottie anding J 
Notwithstanding any other provision of law, the board of directors, 
board of trustees, or other similar governing body of every [national 
banking association and of every] State benk or trust company which 
is a member of the Federal Reserve System shall consist of not less 
than five nor more than twenty-five a eee members except that 
these limitations shall not apply to a bank or trust company am ajority 
of whose stock is owned by a State. (if any national banking associa- 
tion violates the provisions of this section and continues such violation 
after thirty days’ notice from the Comptroller of the Currency, the 
said Comptroller may appomt a receiver or conservator therefor, in 
mores with the provisions of existing law.] If anv State bank 

‘trust company which is a member of the Federal Reserve System 
lars the provisions of this section and continues such vi0 olation 
after thirty days’ notice from the Board [of Governors of the Fed- 
eral Reserve System] it shall be subject to the forfeiture of its mem- 
bership in the Federal Reserve System im accordance with the pro- 
visions of [section 9 of the Federal Reserve Act, as amended.] this 
Act. 

re f) The pre side nt and cash ul r of every Stale men ber bank shall cause 
to be I rept at all times a full and correct list of the names and residences 
of all the shareholders in the bank, and the number of shares held by each, 
in the office where its business is transacted. A copy of such list, verified 
by the oath of such president or cashier, shall be transmitted to the Board 
within ten days of any demand therefor made by it. In addition, such 
president or cashier shall notify the Board immediately of any single 
transaction recorded on the hank stock transfer records involving the pur- 
chase or sale of ten per centum or more of the outstanding shares of such 
bank. 

(g) The record owner of any stock m any State membe r hank shall. 
within ninety days after the enactment of the Financial Institutions Aet 
of 1957 or within thirty days after becoming such record owner, whichever 
as the later. noti ify the Board in writing of the name of any person or 
persons having a beneficial or equitable interest in such stock in excess of 
b per centum of the outstanding shares of the bank. In the casi of stock 
held in a trust, this requirement may be satisfied by filing a copy of the 
trust instrument with the Board. Any change in the person or persons 
having such a beneficial or equitable interest in any such stock, except 
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pursuant to any trust instrument which is on file as herein provided, shall 
be promptly reported to the Board by the record owner. The transferee 
of any such stock shall, within thirty days after such transfer, cause his 
name to be listed as the record owner thereof. Any person convicted of 
an Y ae violation of this subsection shall be fined not more than $5, 000. 

) [12 U.S. C., see. 371d; F. R. Act, sec. 24A] [Hereafter no 
amie bank, without the approval of the Comptroller of the Cur- 
rency, and no] No State member bank, without the approval of the 
Board [of Governors of the Federal Reserve System] shall (1) in- 
vest in bank premises, or in the stock, bonds, debentures, or other 
such obligations of any corporation holding the premises of such bank 
of (2) make loans to or upon the security of the stock of any such 
corporation, if the aggregate of all such investments and loans, to- 
gether with the amount of any indebtedness incurred by any such 
corporation which is an affiliate of the bank, as defined in section [2] 
31 of [the Banking Act of 1933, as amended] this Act, will exceed 
[the amount of the capital stock of such bank.] 100 per centum of the 
capital stock or 50 per centum of the capital and surplus of such bank, 
wh ee is greater. 

) [12 U.S. C., sec. 336, F. R. Act, sec. 9] After [the date of 
the enactment of the B: anking Act of 1935,] August 23, 1935, no cer- 
tificate evidencing the stock of any State member bank shall bear any 
statement purporting to represent the stock of any other corporation, 
except a member bank or a corporation engaged [on June 16, 1934] 
solely in holding the bank premises of such member bank, nor shall 
the ownership, sale, or transfer of any certificate representing the 
stock of any State member bank be conditioned in any manner what- 
soever upon the ownership, sale, or transfer of a certificate representing 
the stock of any other corporation, except a member bank or a cor- 
poration engaged [[on June 16, 1934] solely in holding the bank 
premises of such member bank: Provided, That this section shall not 
operate to prevent the ownership, sale, or transfer of stock of ae 
other corporation being conditioned upon the ownership, sale, or 
transfer of a certificate re prese nting stock of a State member bank. 

(j) [12 U.S. C., see. 332, F. R. Act, sec. 9] All banks or trust 
companies incorporated by special law or organized under the general 
laws of any State, which are members of the Federal [reserve sys- 
tem] Reserve System, when designated for that purpose by the Secre- 
tary of the Treasury, shall be depositaries of public money, under 
such regulations as may be prescribed by the Secretary; and they 
may also be employed as financial agents of the Government; and 
they shall perform all such reasonable duties, as depositaries of public 
money and financial agents of the Government, as may be required of 
them. The Secretary of the Treasury shall require of the banks and 
trust companies thus designated satisfactory security, by the deposit 
of United States bonds or otherwise, for the safekee ping and prompt 
payment of the public money deposited with them and for the faith- 
ful performance of their duties as financial agents of the Government. 

(k) [12 U.S. C., see. 328; F. R. Act, sec. 9] Any State bank or 
trust company desiring to withdraw from membership in a Federal 
[reserve] Reserve bank may do so, after six months’ written notice 
shall have been filed with the Board [of Governors of the Federal 
Reserve System], upon the surrender and cancellation of all of its 
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holdings of capital stock in the Federal [reserve] Reserve bank: 
Provided, That the Board [of Governors of the Federal Reserve 

System], in its discretion and subject to such conditions as it may 

prescribe, may waive such six months’ notice in individual cases and 

may permit any such State bank or trust company to withdraw from 

membership in a Federal [reserve] Reserve bank prior to the expira- 

tion of six months from the date of the written notice of its intention to 

withdraw: Provided, however, That no Federal [reserve] Reserve bank 

shall, except under express authority of the Board [of Governors of 

the Federal Reserve System], cancel within the same calendar year 

more than twenty-five per centum of its capital stock for the purpose 

of effecting voluntary withdrawals during that year. All such appli- 

cations shall be dealt with in the order in which the *y are filed with the 

Thoard.J Board. Whenever a member bank shall surrender its stock 

holdings in a Federal [reserve] Reserve bank, or shall be ordered to do 

so by the Board [of Governors of the Federal Reserve System], 

under authority of law, all of its rights and privileges as a member 
bank shall thereupon cease and determine, and after due provision has 
been made for any indebtedness due or to become due to the Federal 

[reserve] Reserve bank it shall be entitled to a refund of its cash paid 

subscription with interest at the rate of one-half of one per centum 

per month from date of last dividend, if earned, the amount refunded 
in no event to exceed the book value of the stock at that time, and 
shall likewise be entitled to repayment of deposits and of any other 

balance due from the Federal [reserve] Reserve bank. 

(7) [12 U.S. C., see. 331; F. R. Act, see. 9] It shall be unlawful 
for any officer, Eclerk, or] director, ageut, or employee of any [bank 
admitted to membership under authority of this section] Federal 
Reserve bank, or of any member bank to certify any check drawn upon 
such Federal Reserve bank or member bank unless the person [or 
company] firm, or corporation drawing the check has on deposit 
[therewith] with such Federal Reserve bank or member bank, at the 
time such check is [certified an] certified, an amount of money 
[equal to] not less than the amount specified in such check. Any 
check so certified by a duly authorized [officers] officer, director, 
agent, or employee shall be a good and valid obligation against such 
[bank, but] Federal Reserve bank or member bank; but the act of 
any [such] officer, clerk, or] director, agent, or employee of any 
such Federal Reserve bank or member bank in violation of this section 
[may] shell, in the discretion of the Board, subject such Federal 
Reserve bank to [a forfeiture of its membership in the Federal Re- 
serve System upon hearing by the Board of Governors of the Federal 
Reserve System] the pe nalties imposed by section 39, subsection (h) 
of this Act, and shall subject such member bank if a national bank 
to the liabilities and proceedings on the part of the Comptroller of the 
Currency provided for in section 59 of the National Rank Act, and shall, 
in the discretion of the Board, subject any other member bank to the 
pe naltie 8 imposed by section as of this Aet for the violation of any of 
the provisions of a ws Act. 

(m) [12 U.S. C., sec. 327; F. R. Act, sec. 9] If at any time it shall 
appear to the Bound [of Governors of the ¥F ederal Reserve System] 
that a State member bank has failed to comply with the provisions of 
this section or the regulations of the Board [of Governors of the Fed- 
eral Reserve System] made pursuant thereto, or has ceased to exer- 
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cise banking functions without a receiver or liquidating agent having 
been appointed therefor, it shall be within the power of the [board] 
Roard after hearing to require such bank to surrender its stock in the 
Federal [reserve] Reserve bank and to forfeit all rights and privileges 
of membership. The Board [of Governors of the Federal Reserve 
System] may restore membership upon due proof of compliance with 
the conditions imposed by this section. 


§ 24 mee ete of member banks 


(a) [12 U.S. C. see. 325; F. R. Act, sec. 9] As a condition of 
membership euc i] State monies banks shall [likewise] be subject 
to examinations made by direction of the Board [of Governors of the 
Federal Reserve System] or of the Federal [reserve] Reserve bank 
by examiners selected or approved by the Board [of Governors of 
the Federal Reserve Syste mJ. 

(b) [12 U.S. C., see. 483; R. S., sec. 5240] In addition to the 
examinations made and conducted by the Comptroller of the Currency, 
every Federal [reserve] Reserve bank may, with the approval of the 
Federal [reserve] Reserve agent or the Board [of Governors of the 
Federal Reserve System], provide for special examination of member 
banks within its district. The expense of such examinations may, in 
the discretion of the Board [[of Governors of the Federal Reserve 
System], be assessed against the banks examined, and, when so 
assessed, shall be paid by the banks examined. Such examinations 
shall be so conducted as to inform the Federal [reserve] Reserve bank 
of the condition of its member banks and of the lines of credit which 
are being extended by them. Every Federal [reserve] Reserve bank 
shall at all times furnish to the Board [of Governors of the Federal 
Reserve System] such information as may be demanded concerning 
the condition of any member bank within the district of the said 
Federal [reserve] Reserve bank. 

(c) In any case in which the Board deems it necessary, either because 
of inadequacy of examination or for any other reason arising in the course 
of supervision of any State-chartered member bank, the Board may require 
at such times as it deems necessary that such member bank have an audit 
by an independent individual or firm approved by the Board. The ex- 
pense of any i a udit — be bor ie by the bank so audited. 

(d) [i2 U.S. C., see. 326; F. R. Act, sec. 9] Whenever the directors 
of the Pederat: oe re serve bank shall approve the examinations 
made by the State authorities, such examinations and the reports 
thereof may be accepted in lieu of examinations made by examiners 
selected or approved by the Board [[of Govervors of the Federal 
Reserve System]: Prorided, however, That when it deems it necessary 
the [be ard] Board may order special examinations by examiners of 
its own selection and shell in all eases approve the form of the report. 
The expenses of all examinations, other than those made by State 
authorities, may, in the discretion of the Board [of Governors of the 
Kederal Reserve System], be assessed against the banks examined 
and, when so assessed, shall be paid by the banks examined. Copies 
of the reports of such examinations may, in the discretion of the 
Board [of Governors of the Federal Reserve System], be furnished 
to the State authorities having supervision of such banks, to officers, 
directors, or receivers of such banks, and to any other proper persons. 
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[12 U.S. C., sec. 484; R.S., see. 5240] No bank shall be subject 
to any visitatorial powers other than such as are authorized by law, 
or vested in the courts of justice or such as shall be or shall have been 
exercised or directed by Congress, or by either House thereof or by 
any committee of Congress or of either House duly authorized. 

(f) Reports of examinations made by direction of the Board or of 
the Federal Reserve banks, related correspondence and papers, and 
other information obtained by the Board or the Federal Reserve banks 
in the exercise of their visitorial powers shall be confidential documents 
privileged against disclosure without the consent of the Board: Provided, 
That all such documents shall be made available to the committees of the 
Congress upon request. 

§ 25. Insolvency of member banks [12 U.S. C., see. 288; F. R. Act, 
sec. 6] 

(a) If any member bank shall be declared insolvent and a receiver 
appointed therefor, the stock held by it in said Federal [reserve] 
Reserve bank shall be canceled, without impairment of its liability, 
and all cash-paid subscriptions on said stock, with one-half of 1 per 
centum per month from the period of last dividend, if earned, not to 
exceed the book value thereof, shall be first applied to all debts of the 
insolvent member bank to the Federal [reserve] Reserve bank, and 
the balance, if any, shall be paid to the receiver of the insolvent bank. 

(6) If any national bank which has not gone into liquidation as 
provided in [section 5220 of the Revised Statutes (United States 
Code, title 12, section 181)] the National Bank Act and for which a 
receiver has not already been appointed for other lawful cause, shall 
discontinue its banking operations for a period of sixty days the 
Comptroller of the Currency may, if he deems it advisable, appoint 
a receiver for such bank. The stock held by the said national bank 
in the Federal [reserve] Reserve bank of its district shall thereupon 
be canceled and said national bank shall receive in payment therefor, 
under regulations to be prescribed by the Board [of Governors of 
the Federal Reserve System], a sum equal to its cash-paid subscrip- 
tions on the shares canceled and one-half of 1 per centum a month 
from the period of the last dividend, if earned, not to exceed the book 
value thereof, less any liability of such national bank to the Federal 
[reserve] Reserve bank. 


o 


§ 26. Member banks making security loans [12 U.S. C., see. 374a; 
F. R. Act, sec. 19] 

No member bank shall act as the medium or agent of any nonbank- 
ing corporation, partnership, association, business trust, or individual 
in making loans on the security of stocks, bonds, and other investment 
securities to brokers or dealers in stocks, bonds, and other investment 
securities. Every violation of this provision by any member bank 
shall be punishable by a fine of not more than $100 per day during 
the continuance of such violation; and such fine may be collected, 
by suit or otherwise, by the Federal [reserve] Reserve bank of the 
district in which such member bank is located. 

§ 27. Member banks dealing with nonmembers [12 U.S. C., sees. 
374, 463; F. R. Act, sec. 19] 


No member bank shall keep on deposit with any State bank or trust 
company which is not a member bank a sum in excess of ten per centum 
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of its own paid-up capital and surplus. No member bank shall act as 
the medium or agent of a nonmember bank in applying for or receiv- 
ing discounts from a Federal [reserve] Reserve bank under the provi- 
sions of this Act, except by permission of the Board [of Governors of 
the Federal Reserve System]. 


S 28. Restrictions on officers and directors of member banks 

[(d)] (a) [12 U.S. C., see. 375; F. R. Act, sec. 229 Any member 
bank may contract for, or purchase from, any of its directors or from 
any firm of which any of its directors is a member, any securities or 
other property, when (and not otherwise) such purchase is made in the 
regular course of business upon terms not less favorable to the bank 
than those offered to others, or when such purchase is authorized by a 
majority of the board of directors not interested in the sale of such 
securities or property, such authority to be evidenced by the affirma- 
tive vote or written assent of such directors: Provided, however, That 
when any director, or firm of which any director is a member, acting 
for or on behalf of others, sells securities or other property to a member 
bank, the Board [of Governors of the Federal Reserve System] by 
regulation may, in any or all cases, require a full disclosure to be made, 
on forms to be prescribed by it, of all commissions or other consid- 
erations received, and whenever such director or firm, acting in his or 
its own behalf, sells securities or other property to the bank the 
[Board of Governors of the Federal Reserve System by] Board, by 
regulation, may require a full disclosure of all profit realized from 
such sale. 

[(d)] (6) [12 U.S. C., see. 375; F. R. Act, sec. 229) Any member 
bank may sell secur ities or other property to any of its directors, or to a 
firm of which any of its directors is a member, in the regular course of 
business on terms not more favorable to such director or firm than 
those offered to others, or when such sale is authorized by a majority 
of the board of directors of a member bank to be evidenced by their 
affirmative vote or written assent: Provided, however, That nothing in 
this subsection contained shall be construed as authorizing member 
banks to purchase or sell securities or other property which such banks 
are not otherwise ate ages by law to purchase or sell. 

[(e)] (c) [12 U.S. C., sec. 376; F. R. Act, sec. 22] No member bank 
shall pay to any oe tor, officer, attorney, or employee a greater rate 
of interest on the deposits of such director, officer, attorney, or em- 


ployee than that paid to other depositors on similar deposits with 
such member roe 


C(f)J (¢@) [12 U.S. C., see. 503; F. R. Act, sec. 22] If the directors or 
officers of anv me ae bank shall knowingly violate or permit any of 
the agents, officers, or directors of any member bank to violate any of 
the provisions of this section or regulations of the [board] Board 
made under authority thereof, or any of the provisions of sections 217, 
218, 219, 220, 655, 1005, 1014, 1906, or 1909 of [Title] title 18, United 
States Code, every director and officer participating in or assenting to 
such violation shall be held liable in his personal and individual ca- 
pacity for all damages which the member bank, its shareholders, or 
any other persons shall have sustained in consequence of such viola- 
tion. 

[(g)] (ec) [12 U.S. C., see. 375: 

ii 


a; F.R. Act, see.22]. No executive 
officer of anv member bank she ull b 


orrow from or otherwise become 
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indebted to any member bank of which he is an executive officer, and 
no member bank shall make any loan or extend credit in any other 
manner to any of its own executive officers:[—Provided, That loans 
made to any such officer prior to June 16, 1933, may be renewed or 
extended for periods expiring not more than five years from June 16, 

1939, where the board of directors of the member bank shall have 
satisfied themselves that such extension or renewal is in the best in- 
terest of the bank, and that the officer indebted has made reasonable 
effort to reduce his obligation, these findings to be evidenced by reso- 
lution of the board of directors spread upon the minute book of the 
bank:] Provided [further], That [with the prior approval of a 
majority of the entire board of directors,] any member bank may 

extend credit to any executive officer thereof, and such officer may 

become indebted thereto, in an amount not exceeding [$2,500.] 
$5,000, if such officer makes a written report of such extension of credit to 
the board of directors of such bank. If any executive officer of any mem- 
ber bank borrow from or if he be or become indebted to any bank other 
than a member bank of which he is an executive officer, he shall make 
a written report to the board of directors of the member bank of which 
he is an executive officer, stating the date and amount of such loan or 
indebtedness, the security therefor, and the purpose for which the 
proceeds have been or are to be [used.] used: Provided, That such 
executive officer shall not be required to make such a report until (1) the 
aggregate amount of his indebtedness exceeds $15,000 in the case of home 
mortgage loans, or (2) the aggregate amount of his indebtedness exceeds 
$5,000 in the case of all other eatensions of credit. Borrowing by, or 
loaning to, a partnership in which one or more executive officers of a 
member bank are partners having either individually or together a 
majority interest in said partnership, shall be considered within the 
prohibition of this subsection. Nothing contained in this subsection 
shall prohibit any executive officer of a member bank from endorsing 
or guaranteeing for the protection of such bank any loan or other asset 
which shall have been previously acquired by such bank in good faith 
or from incurring any indebtedness to such bank for the purpose of 
protecting such bank against loss or giving financial assistance to it. 

The Board [of Governors of the Federal Rese ‘rve System] is author- 

ized to define the term “executive officer,” to determine what shall be 
deemed to be a borrowing, indebtedness, loan, or extension of credit, 
for the purposes of this subsection, and to prescribe such rules and 
regulations as it may deem necessary to effectuate the provisions of 
this subsection in accordance with its purposes and to prevent evasions 
of such provisions. Any executive officer of a member bank accepting 
a loan or extension of credit which is in violation of the provisions of 
this subsection shall be subject to removal from office in the manner 
prescribed in section [30] 29 of [the Banking Act of 1933: Provided, 
That for each day that a loan or extension of credit made in violation 
of this subsection exists, it shall be deemed to be a continuation of such 
violation within a meaning of said section 30.] this Act. 

(f) [12 U.S. C., see. 78; Banking Act of 1933, sec. 32] No officer, 
director, or owe a of any corporation or uninourpotated associa- 
tion, no partner or employee of any partnership, and no individual, 
primarily engaged in the issue, flotation, underwriting, public sale, 
or distribution, at wholesale or retail, or through syndicate participa- 
tion, of stocks, bonds, or other similar securities, shall serve at the 
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same time as an officer, director, or employee of any member bank 
except in limited classes of cases in which the Board [of Governors 
of the Federal Reserve System] may allow such service by general 
regulations when in the judgment of the said Board it would not 
unduly influence the investment policies of such member bank or the 
advice it gives its customers regarding investments. 


§ 29. Removal of officers and directors [12 U.S 
Act of 1933, see. 30] 

(a2) Whenever [, in the opinion of the Comptroller of the Cur- 
rency, ] if appears to the Board that any director or officer [of a national 
bank, or of a bank or trust company doing business in the District of 
Columbia, or whenever, in the opinion of a Federal reserve agent, any 
director or officer] of a State member bank [in his district shall have 
continued to violate] has violated or is violating any law relating to 
such bank [or trust company or shall have continued] or has engaged 
or is engaging in unsafe or unsound practices in conducting the busi- 
ness of such bank [or trust company], after having been warned by 
the [Comptroller of the Currency or the Federal reserve agent, as the 
case may be,] Board to discontinue such violations of law or such 
[unsafe or unsound] practices, the [Comptroller of the Currency or 
the Federal reserve agent, as the case may be, may certify the facts 
to the Board of Governors of the Federal Reserve System. In any 
such case the Board of Governors of the Federal Reserve System] 
Board may cause notice to be served upon such director or officer to 
appear at a hearing before such Board or any member thereof or any 
person designated by the Board [to] and show cause why he should not 
be removed from office. A copy of such [order] notice shall be sent 
to each director of the bank affected, by registered mail. The hearing 
shall be held in aecordance with the provisions of the Administrative 
Procedure Act an / shall be subye ct to revi WwW as there im provided €1 CE pt 
that the review by the court shall be upon the weight of the evidence. If 
[after granting the accused director or officer a reasonable oppor- 
tunity to be heard, J] the Board [of Governors of the Federal Reserve 
System] finds that Lhe has continued to violate] the accused director 

or officer has — d or is violating any law relating to such bank [or 
trust company oO ‘has conti ued] or has engaged in or 18 engaging un 
unsafe or unsour a practices in conducting the business of such bank 
[or trust company] after having been warned by the [Comptroller 
of the Curreney or the Federal reserve agent] Board to discontinue 
such [violation] viclations of the law or such [unsafe or unsound] 
practices, the Board [of Gove ‘rnors of the Federal Reserve System], 
in its discretion, may order that such director or officer be removed 
from office. A copy of such order shall be served upon such director 
or officer. A copy of such order shall also be served upon the bank of 
which he is a director or officer, whereupon such director or officer 
shall cease to be a director or officer of such [bank: Provided, that 
such] bank. Such order and the findings of fact upon which it is 
based shall not be made public or disclosed to anyone except the 
director or officer involved and the directors of the bank involved, 
otherwise than in connection with proceedings for a violation of this 
section, 

(6) Any such director or officer removed from office as [herein] 
provided in this section who thereafter participates in any manner in 


“> 


sec. 77; Banking 
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the management of such bank shall be fined not more than $5,000, or 
imprisoned for not more than five years, or [both, in the discretion 
of the court. ] doth. 


§ 30. Liability of Federal Reserve bank shareholders [12 U.S. C., sec. 
502: F. R. Act, see. 2) 

The shareholders of every Federal [reserve] Reserve bank shall be 
held individually responsible, equally and ratably, and not one for 
another, for all contracts, debts, and engagements of such bank to 
the extent of the amount of their subscription to such stock at the 
par value thereof [in addition to the amount subscribed, whether 
such subscriptions have been paid up in whole or in part], less the 
amount paid in on such subscriptions under the provisions of this Act. 
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§ 31. Definitions ([i2 U.S. C., sec. 221a; Banking Act of 1933, see. 2) 

[As used in this Act and in any provision of law amended by this 
Act— 

[(a) The terms ‘‘banks”’, “national bank’’, ‘‘national banking asso- 
ciation”, “member bank’, “board’’, “distriect’’, and “reserve bank” 
shall have the meanings assigned to them in section 1 of the Federal 
Reserve Act, as amended. J 

[(b)] (a) Except where otherwise specifically provided, the term 
“affiliate”? shall include any corporation, business trust, association, 
or other similar organization- 

(1) Of which a member bank, directly or indirectly, owns or 
controls either a majority of the voting shares or more than 50 
per centum of the number of shares voted for the election of its 
directors, trustees, or other persons exercising similar functions 
at the preceding election, or controls in any manner the election of 
a majority of its directors, trustees, or other persons exercising 
similar functions; or 

(2) Of which control is held, directly or indirectly, through 
stock ownership or in any other manner, by the shareholders of a 
member bank who own or control either a majority of the shares 
of such bank or more than 50 per centum of the number of shares 
voted for the election of directors of such bank at the preceding 
election, or by trustees for the benefit of the shareholders of any 
such bank; or 

(3) Of which a majority of its directors, trustees, or other 
persons exercising similar functions are directors of any one 
member bank. 

[(c)] (5) The term ‘holding company affiliate” shall include any 
corporation, business trust, association, or other similar organization— 

(1) Which owns or controls, directly or indirectly, either a ma- 
jority of the shares of the capital stock of a member bank or more _ | 
than 50 per centum of the number of shares voted for the election 
of directors of any one bank at the preceding election, or con- 
trols in any manner the election of a majority of the directors of 
any one bank; or 

(2) For the benefit of whose shareholders or members all or 
substantially all the capital stock of a member bank is held by 

trustees. 
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(c) Notwithstanding the foregoing, the term “holding company 
affiliate” shall not include (except for the purposes of section [23A 
of the Federal Reserve Act, as amended] 32 of this Act) any corpora- 
tion all of the stock of which is owned by the United States, or any 
organization which is determined by the Board [of Governors of the 
Federal Reserve System] not to be engaged, directly, or indirectly, 
as a business in holding the stock of, or managing or controlling banks, 
banking associations, savings banks, or trust companies. 


§ 32. Dealings with affiliates [12 U. S. C., sec. 371¢; F. R. Act, sec, 
9: 2 AJ 

(a2) No member bank shall (1) make any loan or any extension 
of credit to, or purchase securities under repurchase agreement from, 
any of its affiliates, or (2) invest any of its funds in the capital stock, 
bonds, debentures, or other such obligations of any such affiliate, or 
(3) accept the capital stock, bonds, debentures, or other such obliga- 
tions of any such affiliate as collateral security for advances made to 
any person, partnership, association, or corporation, if, in the case of 
any such affiliate, the aggregate amount of such loans, extensions of 
credit, repurchase agreements, investments, and advances against such 
collateral security will exceed 10 per centum of tae capital stock and 
surplus of such member bank, or if, in the case of all such affiliates, 
the aggregate amount of such loan, extensions of credit, repurchase 
agreements, investments, and advances against such collateral security 
will exceed 20 per centum of the capital stock and surplus of such 
member bank. 

b) Within the foregoing limitations, each loan or extension of 
credit of any kind or character to an affiliate shall be secured by col- 
lateral in the form of stocks, bonds, debentures, or other such obliga- 
tions having a market value at the time of making the loan or extension 
of credit of at least 20 per centum more than the amount of the loan 
or extension of credit, or of at least 10 per centum more than the 
amount of the loan or extension of credit if it is secured by obliga- 
tions of any State, or of any political subdivision or agency thereof: 
Provided, That the provisions of this paragraph shall not apply to 
loans or extensions of credit secured by obligations of the United 
States Government, the Federal intermediate credit banks, the Fed- 
eral land banks, or the Federal Home Loan Banks, [or the Home 
Owners’ Loan Corporation,] or by such notes, drafts, bills of ex- 
change, * bankers’ acceptances as are eligible for rediscount or for 
purchase by Federal [reserve] Reserve banks. A loan or extension of 
credit to a [direc tor officer] director, officer, clerk, or other employee or 
any representative of any such affiliate shall be deemed a loan to the 
affiliate to the extent that the [proceeds] proceds of such loan are 
used for the benefit of, or transferred to, the affiliate. 

(c) For the purpose of this section, the term “‘affiliate’”’ shall include 
holding-company affiliates as well as other affiliates, and the provi- 
sions of this section shall not apply to any affiliate (1) engaged solely 
in holding the bank premises of the member bank with which it is 
affiliated; (2) engaged solely in conducting a safe-deposit business or 
the business of an agricultural credit corporation or livestock loan 
company ; (3) in the capital stock of which a national banking associa- 
tion is authorized to invest pursuant to section [25] 44 of this Act, 
[as amended,] or a subsidiary of such affiliate, all the stock of which 











100 FINANCIAL INSTITUTIONS ACT OF 1957 





(except qualifying shares of directors in an amount not to exceed 10 
per centum) is owned by such affiliate; (4) organized under section 
£25 (a)] 44 of this Act, [as amended, ] or a subsidiary of such affiliate, 
all the stock of which (except qualifying shares of directors in an 
amount not to exceed 10 per centum) is owned by such affiliate; (5) en- 
gaged solely in holding obligations of the United States or obligations 
fully guaranteed by the United States as to principal and interest, 
the Federal intermediate credit banks, the Federal land banks, or the 
Federal Home Loan Bank{[, or the Home Owners Loan ( aeaeenidaa 
(6) where the affiliate relationship has arisen out of a bona fide debt 
contracted prior to the date of the creation of such relationship; or 
(7) where the affiliate relationship exists by reason of the ownership 
or control of any voting shares thereof by a member bank as executor, 
administrator, trustee, receiver, agent, depositary, or in any other 
fiduciary capacity, except where such shares are held for the benefit 
of all or a majority of the stockholders of such member bank; but as 
to any such affiliate, member banks shall continue to be subject to 
other provisions of law applicable to loans by such banks and invest- 
ments by such banks in stocks, bonds, debentures, or other such 
obligations. The provisions of this section shall likewise not apply to 
indebtedness of any affiliate for unpaid balances due a bank on assets 
purchased from such bank or to loans secured by, or extensions of 
credit against, obligations of the United States or obligations fully 
guaranteed by the United States as to principal and interest. 


> 


§ 33. Voting permits of holding company affiliates [12 U.S. C., see. 61; 
R.S., see. 5144] 

(a) Any [such] holding company affiliate may make application 
to the Board [of Governors of the Federal Reserve System] for a 
voting permit entitling it to vote the stock controlled by it in a national 
bank at any or all meetings of shareholders of such bank or authorizing 
the trustee or trustees holding the stock for its benefit or for the 
benefit of its shareholders so to vote the same. The Board [of Gov- 
ernors of the Federal Reserve System] may, in its discretion, grant 
or withhold such permit as the public interest may require. 

(6) In acting upon such application, the Board shall consider the 
financial condition of the applicant, the general character of its man- 
agement, and the probable effect of the granting of such permit upon 
the affairs of such bank, but no such permit shall be granted except 
upon the following conditions: 

[(a)] (1) Every such holding company affiliate shall, in making 
the application for such permit, agree [(1)] (4) to receive, on dates 
identical with those fixed for the examination of banks with which it 
is affiliated, examiners duly authorized to examine such banks, who 
shall make such examinations of such holding company affiliate as 
shall be necessary to disclose fully the relations between such banks 
and such holding company affiliate and the effect of such relations upon 
the affairs of such banks, such examinations to be at the expense of 
the holding company affiliate so examined; [(2)] (4) that the reports 
of such examiners shall contain such information as shall be necessary 
to disclose fully the relations between such affiliate and such banks 
— the effect of such relations upon the affairs of such banks; [(3)] 

) that such examiners may examine each bank owned or controlled 
a ‘the holding company affiliate, both individually and in conjunction 
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with other banks owned or controlled by such holding company affi- 
liate; and [[(4)] (2?) that publication of individual or consolidated 
statements of condition of such banks may be required; 

[(b)] (2) After [five years after the enactment of the Banking 
Act of 1933] June 16, 1938, every such holding company affiliate 
[(1)] (A) shall possess, and shall continue to possess during the 
life of sue h permit, free and clear of any lien, pledge, or hypothe ca- 
tion of any nature, readily marketable assets other than bank stock 
in an amount not less than 12 per centum of the aggregate par value 
of all bank stocks controlled by such holding company affiliate, which 
amount shall be increased by not less than “9 per centum per annum 
of such aggregate par value until such assets shall amount to 25 per 
centum of the aggregate par value of such bank stocks; and [[(2)] 
(B) shall reinvest in readily marketable assets other than bank 
stock all net earnings over and above 6 per centum per annum on 
the book value of its own shares outstanding until such assets shall 
amount to such 25 per centum of the aggregate par value of all bank 
stocks controlled by it; 

[(c)] (8) Notwithstanding the foregoing provisions of th’s section 
[, after five years after the enactment of the Banking Act of 1933] 
after June 16, 19388, [(1)] (A) any such holding company affiliate the 
shareholders or members of which shall be individually and severally 
liable in proportion to the number of shares of such holding company 
affiliate held by them respectively, in addition to amounts invested 
therein, for all statutory lability imposed on such holding company 
affiliate by reason of its control of shares of stock of banks, shall be 
required only to establish and maintain out of net earnings over and 
above 6 per centum per annum on the book value of its own shares 
outstanding a reserve of readily marketable assets in an amount of 
not less than 12 per centum of the aggregate par value of bank stocks 
controlled by it, and [(2)] (B) the assets required by thi. section to 
be possessed by such nolding company affiliate may be used by it for 
additions to or replacement of capital in banks affiliated with it and 
for losses incurred in such banks, but any deficiency in such assets 
resulting from such use shall be made up within such period as the 
Board [of Governors of the Federal Reserve System] may by regula- 
tion prescribe; and the provisions of this [subsection] paragraph, 
instead of [subsection (b)] paragraph (2), shall apply to all holding 
company affiliates with respect to any shares of bank stock owned 
or controlled by them as to which there is no statutory liability im- 
posed upon the holders of such bank [[stock;] stock. In any case 
in which there is more than one holding company affiliate with respect 
to the same bank or group of banks, the establishment and maintenance 
of the reserve of readily marketable assets required by this paragraph by 
only one of such holding company affiliates, designated by the Board 
under such conditions as the Board may prescribe, shall constitute com- 
pliance with such reserve requirement, provided that all of the stock of 
the banks affiliated with such holding company affiliates which is directly 
or indirectly owned or controlled by them shall be owned or controlled, 
directly or indirectly, by the one so designated by the Board; 

[(d)] (4) Every officer, director, agent, and emplovee of every such 
holding company affiliate shall be subject to the same pensities for 
false entries in any book, report, or statement of such holding com- 
pany affiliate as are applicable to officers, directors, agents, and em- 
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ployees of member banks under section 1005 of [Title] ttle 18, United 
States Code; and 

[(e)] (6) Every such holding company affiliate shall, in its appli- 
cation for such voting permit, [0] (A) show that it does not own, 
control, or have any interest in, and is not participating in the manage- 
ment or direction of, any corporation, business trust, association, or 
other similar organization formed for the purpose of, or engaged prin- 
cipally in, the issue, flotation, underwriting, public sale, or distribu- 
tion, at wholesale or retail or through syndicate participation, of 
stocks, bonds, debentures, notes, or other securities of any sort (here- 
inafter referred to as “securities company”’); [(2)] (4) agree that dur- 
ing the period that the permit remains in force it will not ac quire any 
ownership, control, or interest in any such securities company or 
participate in the management or direction thereof; [(3)] (C) agree 
that if, at the time of filing the ¢ application for such permit, it owns, 
controls, or has an interest in, or is participating in the management 
or direction of, any such securities company, it will, within five years 
after the filing of such application, divest itself of its ownership, con- 
trol, and interest in such securities company and will cease participat- 
ing in the management or direction thereof, and will not thereafter, 
during the period that the permit remains in force, acquire any further 
ownership, control, or interest in any such securities company or par- 
ticipate in the management or direction thereof; and [(4)] (D) agree 
that thenceforth it will declare dividends only out of actual net earn- 
ings. 

(c) If at any time it shall appear to the Board [of Governors of 
the Federal Reserve System] that any holding company affiliate has 
violated any of the [provisions] provision of [the Banking Act of 
1933] this Act or of any agreement made pursuant to this section, 
the Board [of Governors of “the Federal Reserve System] may, in its 
discretion, revoke any such voting permit after giving sixty days’ 
notice by registered mail of its intention to the “holding company 
affiliate and affording it an opportunity to be heard. W henever the 
Board [of Governors of the Federal Reserve System] shall have 
revoked any such voting permit, no national bank whose stock is 
controlled by the holding company affiliate whose permit is so revoked 
shall receive deposits of public moneys of the United States, nor shall 
any such national bank pay any further dividend to such holding 
company affiliate upon any shares of such bank controlled by such 
holding company affiliate. 

(d) Whenever the Board [of Governors of the Federal Reserve 
System] shall have revoked any voting permit as hereinbefore pro- 
vided, the rights, privileges, and franchises of any or all national banks 
the stock of which is controlled by such holding company affiliate 
shall, in the discretion of the Board [of Governors of the Federal 
Reserve System], be subject to forfeiture pursuant to the provisions 
of section [2] 2/ of [the Federal Reserve Act, as amended] this Act. 
§ 34. Agreements of State member affiliates [12 U.S. C., sec. 337; F. R. 

Act, sec. 9] 

Each State member bank affiliated with a holding company affiliate 
shall obtain from such holding company affiliate, within such time as 
the Board [of Governors of the Federal Reserve System] shall 
prescribe, an agreement that such holding company affiliate shall be 
subject to the same conditions and limitations as are applicable undet 
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section [5144] 33 of [the Revised Statutes, as amended,] this Act 
in the case of holding company affiliates of national banks. A copy of 
each such agreement shall be filed with the Board [of Governors of the 
Federal Reserve System]. Upon the failure of a State member bank 
affiliated with a holding company affiliate to obtain such an agreement 
within the time so prescribed, the Board [of Governors of the Federal 
Reserve System] shall require such bank to surrender its stock in the 
Federal [reserve] Reserve bank and to forfeit all rights and privileges 
of membership in the Federal Reserve System as provided in this 
[section] Act. Whenever the Board [of Governors of the Federal 
Reserve System] shall have revoked the voting permit of any such 
holding company affiliate, the Board [of Governors of the Federal 
Reserve System] may, in its discretion, require any or all State mem- 
ber banks affiliated with such holding company affiliate to surrender 
their stock in the Federal [reserve] Reserve bank and to forfeit all 
rights and privileges of membership in the Federal Reserve System 
as provided in [this section. ] section 23 (m) of this Act. 


§ 35. Securities affiliates [12 U.S. C., sec. 377; Banking Act of 1933, 
sec. 20] 

(a) After [one year from the date of the enactment of this Act] 
August 23, 1936, no member bank shall be affiliated in any manner 
described in section [2 (O)] 81 (a) hereof with any corporation, asso- 
ciation, business trust, or other similar organization engaged princi- 
pally in the issue, flotation, underwriting, public sale, or distribution 
at wholesale or retail or through syndicate participation of stocks, 
bonds, debentures, notes, or other securities: Provided, That nothing 
in this paragraph shall apply to any such organization which shall 
have been placed in formal liquidation and which shall transact no 
business except such as may be incidental to the liquidation of its 
affairs. 

(6) For every violation of this section the member bank involved 
shall be subject to a penalty not exceeding $1,000 per day for each 
day during which such violation continues. Such penalty may be 
assessed by the Board [of Governors of the Federal Reserve System], 
in its discretion, and, when so assessed, may be collected by the 
Federal [reserve] Reserve bank by suit or otherwise. 

(c) If any such violation shall continue for six calendar months 
after the member bank shall have been warned by the Board [of 
Governors of the Federal Reserve System] to discontinue the same, 
[(a)] (7) in the case of a national bank, all the rights, privileges, and 
franchises granted to it under the National Bank Act may be for- 
feited in the manner prescribed in section [2] 21 of [(the Federal 
Reserve Act] this act, as eqnenaad [U. S. C., title 12, sees. 141, 
222-225, 281-286, and 502)], or, [(b)] (2) in the case of a State 
member bank, all of its rights ont privileges of membership in the 
Federal Reserve System may be forfeited in the manner ger ribed 
in section [9 of the Federal Reserve Act, as amended (U. S. C., 
title 12, secs. 321-332).] 23 (0) of this Act, as amended. 

§ 36. Reports of State member affiliates [12 U.S. C., sec. 334; F. R. 
Act, sec. 9] 

(a) Each [bank admitted to membership under this section] State 
member bank shall obtain from each of its affiliates other than member 
banks and furnish to the Federal [reserve] Reserve bank of its district 
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and to the Board [of Governors of the Federal Reserve System] not 
less than three reports during each year. Such reports shall be in 
such form as the Board [of Governors of the Federal Reserve System] 
may prescribe, shall be verified by the oath or affirmation of the 
president or such [other] officer as may be designated by the board 
of directors of such affiliate to verify such reports, and shall disclose 
the information hereinafter provided for as of dates identical with those 
fixed by the Board [of Governors of the Federal Reserve System] for 
reports of the condition of the affiliated member bank. Each such 
report of an affiliate shall be transmitted as herein provided at the same 
time as the corresponding report of the affiliated member bank, except 
that the Board [of Governors of the Federal Reserve System] may, 
in its discretion, extend such time for good cause shown. Each such 
report shall contain such information as in the judgment of the Board 
[of Governors of the Federal Reserve System] shall be necessary to 
disclose fully the relations between such affiliate and such bank and 
to enable the Board to inform itself as to the effect of such relations 
upon the affairs of such bank. The reports of such affiliates shall be 
published by the bank under the same conditions as govern its own 
condition reports. 

(6) Any such affiliated member bank may be required to obtain 
from any such affiliate such additional reports as in the opinicn of its 
Federal Reserve bank or the Board [of Governors of the Federal 
Reserve System] may be necessary in order to obtain a full and com- 
plete knowledge of the condition of the affiliated member bank. Such 
additional reports shall be transmitted to the Federal [reserve] Reserve 
bank and the Board [of Governors of the Federal Reserve System] 
and shall be in such form as the Board [of Governors of the Federal 
Reserve System] may prescribe. 

(c) Any such affiliated member bank which fails to obtain from any 
of its affiliates and furnish any report provided for by the two pre- 
ceding [paragraphs] subsection of this section shall be subject to a 
penalty of $100 for each day during which such failure continues, 
which, by direction of the Board [of Governors of the Federal Reserve 
System], may be collected, by suit or otherwise, by the Federal 
[reserve] Reserve bank of the district in which such member bank is 
located. For the purposes of this [paragraph] subsection and the 
two preceding [paragraphs] subsections of this section, the term 
“affiliate” shall include holding company affiliates as well as other 
affiliates. 


§ 37. Examination of State member affiliates [12 U.S. C., see. 338; 
F. R. Act, sec. 9] 

(a) In connection with examinations of State member banks, 
examiners selected or approved by the Board [of Governors of the 
Federal Reserve System J shall make such examinations of the affairs 
of all affiliates of such banks as shall be necessary to disclose fully the 
relations between such banks and their affiliates and the effect of such 
relations upon the affairs of such banks. The expense of examination 
of affiliates of any State member bank may, in the discretion of the 
Board [of Governors of the Federal Reserve System], be assessed 
against such bank and, when so assessed, shall be paid by such bank. 
In the event of the refusal to give any information requested in the 
course of the examination of any such affiliate, or in the event of the 











FINANCIAL INSTITUTIONS ACT OF 1957 105 


refusal to permit such examination, or in the event of the refusal to 
pay any expenses so assessed, the Board [of Governors of the Federal 
Reserve System] may, in its discretion, require any or all State 
member banks affiliated with such affiliate to surrender their stock in 
the Federal [reserve] Reserve bank and to forfeit all rights and priv- 
ileges of membership in the Federal Reserve System, as provided 
in [this a J section 23. 

(b) [12 U.S. C., see. 486; F. R. Act, sec. 21] Whenever member 
banks are venue to obtain reports from affiliates, or whenever 
affiliates of member banks are required to submit to examination, 
the Board [of Governors of the Federal Reserve System] or the 
Comptroller of the Currency, as the case may be, may waive such 
requirements with respect to any such report or examination of any 
affiliate if in the judgment of the [said] Board or Comptroller, 
respectively, such report or examination is not necessary to disclose 
fully the relations between such affiliate and such bank and the effect 
thereof upon the affairs of such bank. 


Cuaprer 7—OrGANIZATION AND Powers or Boarp 


§ 38. Organization [12 U.S. C., sec. 241; F. R. Act, sec. 10] 

(a) The Board of Governors of the Federal Reserve System [(here- 
inafter referred to as the “Board’’)] shall be composed of seven 
[members,] members to be appointed by the [President,] President 
by and with the advice and consent of the [Senate, after the date 
of enactment of the Banking Act of 1935, for terms of fourteen vears 
except as hereinafter provided, but each appointive member of the 
Federal Reserve Board in office on such date shall continue to serve 
as a member of the Board until February 1, 1936, and the Secretary 
of the Treasury and the Comptroller of the Currency shall continue 
to serve as members of the Board until February 1, 1936.] Senate for 
terms of fourteen years in such manner that the term of not more than 
one member will erpire in any two-year period. Each member shall 
hold office for a term of fourteen years from the expiration of the term 
of his predecessor, unless sooner removed for cause by the President. 
In selecting the members of the Board, not more than one of whom 
shall be selected from any one Federal Reserve district, the President 
shall have due regard to a fair representation of the financial, agricul- 
tural, industrial and commercial interests, and geographical divisions 
of the country. The members of the Board shall devote their entire 
time to the business of the Board and shall each [receive an annual 
salary of $15,000, payable monthly, together with actual necessary 
traveling expenses.] receive, in addition to actual necessary traveling 
erpenses, basic compensation at the annual rate of $20,000, except that 
the baste com pensation of the member desiqnated as chairman shall be 
at the annual ae of $20 500. 

(6) [12 U.S. C., sec. 242; F. R. Act, sec. 10] The members of the 
Board shall be ‘nelipible during the time they are in office and for two 
years thereafter to hold any office, position, or employment in any 
member bank, except that this restriction shall not apply to a member 
who has served the full term for which he was appointed. [Upon 
the expiration of the term of any appointive member of the Fede ral 
Reserve Board in office on the day of enactment of the Banking 
Act of 1935, the President shall fix the term of the successor to such 
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member at not to exceed fourteen years, as designated by the Presi- 
dent at the time of nomination, but in such manner as to provide for 
the expiration of the term of not more than one member in any two- 
year period, and thereafter each member shall hold office for a term of 
fourteen years from the expiration of the term of his predecessor, unless 
sooner removed for cause by the President.] Of the persons thus 
appointed, one shall be designated by the President as chairman and 
one as vice chairman of the Board, to serve as such for a term of 
four years. The chairman of the Board, subject to its supervision, 
shall be its active executive officer. Each member of the Board shall 
within fifteen days after notice of appointment make and subscribe 
to the oath of office. Upon the expiration of their terms of office, 
members of the Board shall continue to serve until their successors 
are appointed and have qualified. Any person appointed as a mem- 
ber of the Board [after the date of the enactment of the Banking 
Act of 1935] shall not be eligible for reappointment as such member 
after he shall have served a full term of fourteen vears. 

(c) [12 U.S. C., see. 243; F. R. Act, sec. 10] The Board [of Gov- 
ernors of the Federal Reserve System] shall have power to levy semi- 
annually upon the Federal [reserve] Reserve banks, in proportion to 
their capital stock and surplus, an assessment sufficient to pay its 
estimated expenses and the salaries of its members and employees for 
the half year succeeding the levying of such assessment, together with 
any deficit carried forward from the preceding half year, and such 
assessments may include amounts sufficient to provide for the acqui- 
sition by the Board in its own name of such site or building in the 
District of Columbia as in its judgment alone shall be necessary for 
the purpose of providing suitable and adequate quarters for the per- 
formance of its functions. After approving such plans, estimates, and 
specifications as it shall have caused to be prepared, the Board may, 
notwithstanding any other provision of law, cause to be constructed 
on the site so acquired by it a building suitable and adequate in its 
judgment for its purposes and proceed to take all such steps as it may 
deem necessary or appropriate in connection with the construction, 
equipment, and furnishing of such building. The Board may main- 
tain, enlarge, or remodel any building so acquired or constructed and 
shall have sole control of such building and space therein, 

(d) [12 U.S. C., sec. 244; F. R. Act, see. 10] The principal offices 
of the Board shall be in the District of Columbia. At meetings of 
the Board the chairman shall preside, and, in his absence, the vice 
chairman shall preside. In the absence of the chairman and the vice 
chairman, the Board shall elect a member to act as chairman pro 
tempore. The Board shall determine and prescribe the manner in 
which its obligations shall be incurred and its disbursements and 
expenses allowed and paid, and may leave on deposit in the Federal 
Reserve banks the proceeds of assessments levied upon them to defray 
its estimated expenses and the salaries of its members and employees, 
whose employment, compensation, leave, and expenses shall be 
governed solely by the provisions of this Act, specific amendments 
thereof, and rules and regulations of the Board not inconsistent 
therewith; and funds derived from such assessments shall not be 
construed to be Government funds or appropriated moneys. No 
member of the Board [of Governors of the Federal Reserve System] 
shall be an officer or director of any bank, banking institution, trust 
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company, or Federal Reserve bank or hold stock in any bank, banking 
institution, or trust company; and before entering upon his duties as 
a member of the Board [of Governors of the Federal Reserve System] 
he shall certify under oath that he has complied with this requirement, 
and such certification shall be filed with the secretary of the Board. 
Whenever a vacancy shall occur, other than by expiration of term, 
among the [six] members of the Board [of Governors of the Federal 
Reserve System] appointed by the President as above provided, a 
successor shall be appointed by the President, by and with the advice 
and consent of the Senate, to fill such vacancy, and when appointed 
he shall hold _ e for the unexpired term of his predecessor. 

(e) [12 U.S. C., sec. 245; F. R. Act, sec. 10] The President shall 
have power to fill all vacancies that may happen on the Board [of 
Governors of the Federal Reserve System] during the recess of the 
Senate by granting commissions which shall expire with the next 
session of the Senate. 

(f) [12 U.S. C., see. 247; F. R. Act, sec. 10] The Board [of 
Governors of the Federal Reserve System] shall annually make a full 
report of its operations to the Speaker of the House of Representatives, 
who shall cause the same to be printed for the information of the 
Congress. 

(g) [12 U.S. C., see. 247 (a); F. R. Act, sec. 10] The Board [of 
Governors of the Federal Reserve System] shall keep a complete 
record of the action taken by the Board and by the Federal Open 
Market Committee upon all questions of policy relating to open- 
market operations and shall record therein the votes taken in connec- 
tion with the determination of open-market policies and the reasons 
underlying the action of the Board and the Committee in each instance. 
The Board shall keep a similar record with respect to all questions 
of policy determined by the Board, and shall include in its annual 
report to the Congress a full account of the action so taken during 
the preceding year with respect to open-market policies and operations 
and with respect to the policies determined by it and shall include in 
such report a copy of the records required to be kept under the 
provisions of this paragraph. 

(h) The Board shall have its accounts audited at least once each year 
by a firm of certified public accountants. The reporis of these audits 
shall be promptly transmitted to the Committees on Banking and Cur- 
rency of the Senate and House of Representatives. In the event any such 
report shall contain any criticasm, the Board shall make a full report 
ee in writing to the said Banking and Currency Committees. 

) It shall not be lawful for any employee of the Board or of any 
Federal Reserve bank to accept employment in any member bank, within 
two years after terminating his employment with the Board or the Federal 
Reserve bank, except upon approval of the Board pursuant to regulations 
prescribed by the Board. Any person convicted of any violation of any 
provision of this subsection shall be fined not more than $10,000 or im- 
aa not more than five years, or both. 


$ 39. General powers of Board [12 U.S. C., sec. 248, F. R. Act, sec. 11] 


T 4 Board [of Governors of the F cderal Reserve System] shall be 
authorized and empowered: 

(a) [12 U.S. C., sec. 248 (a); F. R. Act, sec. 11] To examine at 
its discretion the accounts, books, and affairs of each Federal [reserve] 
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Reserve bank and of each member bank and to require such statements 
and reports as it may deem necessary. The [said board] Board shall 
publish once each week a statement showing the condition of each 
Federal [reserve] Reserve bank and a consolidated statement for all 
Federal [reserve] Reserve banks. Such statements shall show in 
detail the assets and liabilities of the Federal [reserve] Reserve banks, 
single and combined, and shall furnish full information regarding the 
character of the money held as reserve and the amount, nature, and 
maturities of the paper and other investments owned or held by 
Federal [reserve] Reserve banks. 

(b) [12 U.S. C., sec. 248 (b); F. R. Act, sec. 11] To permit, or, on 
the affirmative vote of [at least five] a majority of the members of the 
Board [of Governors of the Federal Reserve System to] in office, to 
require Federal [reserve] Reserve banks to rediscount the discounted 
paper of other Federal [reserve] Reserve banks at rates of interest to 
be fixed by the Board [of Governors of the Federal Reserve System J. 

(c) [12 U.S. C., see. 248 (c); F. R. Act, see. 11] To suspend for a 
period not exceeding thirty days, and from time to time to renew 
such suspension for periods not exceeding fifteen days, any reserve 
requirements specified in this Act: Provided, That it shall establish a 
graduated tax upon the amounts by which the reserve requirements 
of this Act may be permitted to fall below the level hereinafter 
specified: And provided further, That when the reserve held against 
Federal Reserve notes falls below 25 per centum, the Board [of 
Governors of the Federal Reserve System] shall establish a graduated 
tax of not more than 1 per centum per annum upon such deficiency 
until the reserves fall to 20 per centum, and when said reserve falls 
below 20 per centum, a tax at the rate increasingly of not less than 
1% per centum per annum upon each 24 per centum or fraction thereof 
that such reserve falls below 20 per centum. The tax shall be paid 
by the Reserve bank, but the Reserve bank shall add an amount equal 
to said tax to the rates of interest and discount fixed by the Board 
[of Governors of the Federal Reserve System]. 

(d) [12 U.S. C., sec. 248 (d); F. R. Act, sec. 11] To supervise and 
regulate through the [bureau] “offic under the charge of the Comp- 
troller of the Currency the issue and retirement of F ‘ederal [reserve] 
Reserve notes, and to prescribe rules and regulations under which such 
notes may be delivered by the Comptroller to the Federal [reserve] 
Reserve agents applying therefor. 

[i2 U.S. C., sec. 248 (e); F. R. Act, sec. 11] To add to the 
number of cities classified as reserve and central reserve cities under 
existing law in which [national banking associations] member banks 
are subject to the reserve requirements set forth in section [twenty] 
42 of this Act; or to reclassify existing reserve and central reserve 
cities or to terminate their designation as such. 

(f) [12 U.S. C., see. 248 (f); F. R. Act, see. 11] To suspend or 
remove any officer or director of any Federal [reserve] Reserve bank, 
the cause of such removal to be forthwith communicated in writing 
by the Board [of Governors of the Federal Reserve System] to the 
removed officer or director and to said bank. 

(g) [12 U.S. C., sec. 248 (g); F. R. Act, sec. 11] To require the 
writing off of doubtful or wor thless assets upon the books and balance 
sheets of Federal [reserve] Peserve banks. 

(h) [12 U.S. C., sec. 248 (h); F. R. Act, sec. 11] To suspend, for 
the violation of any of the provisions of this Act, the operations of 
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any Federal [reserve] Reserve bank, to take possession thereof, ad- 
minister the same during the period of suspension, and, when deemed 
a oe to liquidate or reorganize such bank. 

) [12 U.S. C., see. 248 (i); ; F. R. Act, sec. 11] To require bonds 
of Pecferal [reserve] Reserve agents, to make regulations for the 
safeguarding of all collateral bonds, Federal [reserve] Reserve notes, 
money or property of any kind deposited in the hands of such agents, 
and said board shall perform the duties, functions, or services specified 
in this Act, and make all rules and regulations necessary to enable said 

board effectively to perform the same. 

(j) [12 U.S. C., sec. 248 (j); F. R. Act, sec. 11] To exercise general 
supervision over said Federal [reserve] Reserve banks, 

Ci] (&) [12 U.S. C., sec. 248 (); F. R. Act, see. 11] To employ 
such attorneys, experts, assistants, Kt a or other employees as may 
be deemed necessary to conduct the business of the board. All 
salaries and fees shall be fixed in advance by [said] the Board and 
shall be paid in the same manner as the salaries of the members of 
said board. All such attorneys, experts, assistants, clerks, and other 
emplovees shall be appointed without regard to the provisions of the 
(Act of January sixteenth, eighteen hundred and eighty-three (volume 
twenty-two, United States Statutes at Large, page four hundred and 
three), and amendments thereto,] civil service laws, or any rule or 
regulation made in pursuance thereof: Provided, That nothing herein 
shall prevent the President from placing said employees in the classified 
service. 

[(m)] (J) [12 U.S. C., see. 248 (m); F. R. Act, sec. 11] Upon the 
affirmative vote of [not less than six of its members, ] a majority of the 
members in office, the Board [of Governors of the Federal Reserve 
System] shall have power to fix from time to time for each [Federal 
reserve J district the percentage of individual bank capital and surplus 
which may be represented by loans secured by stock or bond [collateral 
made] collateral, made by member banks within such district, but no 
such loan shall be made by any such bank to any person in an amount 
in excess of 10 per centum of the ens. capital and surplus of 
such bank: Provided, That with respect to loans represented by 
obligations [in the form of notes] secured by not less than a like 
amount of bonds or notes of the United States issued since April 24, 
1917, certificates of indebtedness of the United States, Treasury bills 
of the United States, or obligations fully guaranteed both as to princi- 
pal and interest by the United States, such limitation of 10 per centum 
on loans to any person shall not apply, but State member banks shall 
be subject to the same limitations and conditions as are applice able in 
the case of national banks under [paragraph (8) of section 5200 of the 
Revised Statutes, as amended (U.S. C., Supp. VII, title 12, sec. 84).J 
section 34 (b) (8) of the otlonst Bank Act. Any percentage so fixed 
by the Board oi Governors of the Federal Reserve System] shall be 
subject to change from time to time upon ten days’ notice, and it shall 
be the duty of the Board to establish such percentages with a view to 
preventing the undue use of bank loans for the speculative carrying of 
securities. The Board [of Governors of the Federal Reserve System] 
shall have power to direct any member bank to refrain from further 
increase of its loans secured by stock or bond collateral for any period 
up to one year under penalty of suspension of all rediscount privileges 


at Federal [reserve] Reserve banks. 
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(m) [12 U.S. C., sec. 485; R. S., see. 5240] The Board [of Gov- 
ernors of the Federal Reserve Sy stem] shall, at least once each year, 
order an examination of each Federal Reserve bank, and upon joint 
application of ten member banks the Board [of Governors of the 
Federal Reserve Svstem] shall order a special examination and report 
of the condition of any Federal [reserve] Reserve bank. Copies of 
the report of each such examination of each Federal Reserve bank, in- 
cluding each examination of the system open market account, shall be 
prompt y transmitted to the Committees on Ranking and Currency of the 
Senate and House of Representatives. The Roard shall take suitable 
measures to assure that such examinations of the Federal Reserve banks 
shall at all times meet the highest standards of commercial audits, in addi- 
tion to meetirg such other requiremenis as the Board may deem appro- 
priate; and to that end the Koard, among other things, may from time to 
time arrange for one or more firms of certified public accountants to 
observe and review the adequacy of procedures, techniques and practices 
followed in the aoe ination of the Reserve banks. 

(n) [12 U.S. C., see. 248 (0): F. R. Act, sec. 16] The Board [of 
Governors of the Federal Reserve System] shall make and promulgate 
from time to time regulations governing the transfer of funds and 
charges therefor among Federal [reserve] Reserve banks and their 
branches, and may at its discretion exercise the functions of a [[clear- 
ing house] clearinghouse for such Federal [reserve] Reserve banks, o1 
may designate a Federal [reserve] Reserve bank to exercise such func- 
tions, and may also require each such bank to exercise the functions 
of a [clearing house] clearinghouse for its member banks. 

(0) [12 U.S.C., sec. 361; F. R. Act, sec. 13] The discount and re- 
discount and the purchase and sale by any Federal [reserve] Reserve 
bank of any bills receivable and of domestic and foreign bills of ex- 
change, and of acceptances authorized by this Act, shall be subject 
to such restrictions, limitations, and regulations as may be imposed 
by the Board [of Governors of the Federal Reserve System]. 


§ 40. Open market committee [12 U.S. C., see 263; F. R. Act, see. 
2A] 

(a) There is hereby created a Federal Open Market Committee 
(hereinafter referred to as the ‘‘Committee’’), which shall consist of 
the members of the Board [of Governors of the Federal Reserve 
System] and five representatives of the Federal Reserve banks to be 
selected as hereinafter provided. Such representatives shall be presi- 
dents or first vice presidents of Federal Reserve banks and, beginning 
with the election for the term commencing March 1, 1943, shall be 
elected annually as follows: One by the board of directors of the Fed- 
eral Reserve Bank of New York, one by the boards of directors of the 
Federal Reserve Banks of Boston, Philadelphia, and Richmond, one by 
the boards of directors of the Federal Reserve Banks of Cleveland 
and Chicago, one by the boards of directors of the Federal Reserve 
Banks of Atlanta, Dallas, and St. Louis, and one by the boards of 
directors of the Federal Reserve Banks of Minneapolis, Kansas City, 
and San Francisco. In such elections each board of directors shall 
have one vote; and the details of such elections may be governed by 
regulations prescribed by the committee, which may be amended from 
time to time. An alternate to serve in the absence of each such repre- 
sentative shall likewise be a president or first vice president of a 
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Federal Reserve bank and shall be elected annually in the same man- 
ner. The meetings of said Committee shall be held at Washington, 
District of Columbia, at least four times each year upon the call of 
the chairman of the Board [of Governors of the Federal Reserve 
System] or at the request [of] by any three members of the [Com- 
mittee. ] committee. 

(b) No Federal Reserve Bank shall engage or decline to engage 
in open-market operations under section 14 of this Act except in 
accordance with the direction of and regulations adopted by the 
Committee. The Committee shall consider, adopt, and transmit to 
the several Federal Reserve banks, regulations relating to the open- 
market transactions of such banks. 

(c) The time, character, and volume of all purchases and sales of 
paper described in section 14 of this Act as eligible for open-market 
operations shall be governed with a view to accommodating commerce 


and business and with regard to their bearing upon the general credit 
situation of the country. 


§ 41. Payment of interest [12 U.S. C., sec. 461, F. R. Act, sec. 19] 

(a) The Board [of Governors of the Federal Reserve System] is 
authorized, for the purposes of this section and section 42, to define 
the terms ‘demand deposits,” “‘gross demand deposits,” “deposits 
payable on demand,” “time deposits,” “savings deposits,” and ‘‘trust 
funds,’”’ to determine what shall be deemed to be a payment of inter- 
est, and to prescribe such rules and regulations as it may deem neces- 
sary to effectuate the purposes of this section and section 42 and 
prevent evasions thereof: Provided, That within the meaning of 
the provisions of [this section] section 42 regarding the reserves 
required of member banks, the term ‘‘time deposits’ shall include 
“savings deposits.”’ 

(b) [12 U.S. C., see. 371a; F. R. Act, sec. 19] No member bank 
shall, directly or indirectly, by any device whatsoever , pay any inter- 
est on any deposit which is payable on demand: Prov vided, That nothing 
herein contained shall be construed as prohibiting the payment of 
interest in accordance with the terms of any certificate of deposit or 
other contract entered into in good faith which is in force on the date 
on which the bank becomes subject to the provisions of this [para- 
graph] subsection; but no such certificate of deposit or other contract 
shall be renewed or extended unless it shall be modified to conform to 
this [paragraph] subsection, and every member bank shall take such 
action as may be necessary to conform to this [paragraph] subsection 
as soon as possible consistently with its contractual obligations: Pro- 
vided further, That this [par: agraph] subsection shall not apply to any 
deposit of such bank which is payable only at an office thereof located 
outside of the States of the United States and the District of Colum- 
bia [: Provided further, That until the expiration of two years after 
the date of enactment of the Banking Act of 1935 this paragraph 
shall not apply (1) to any deposit made by a savings bank as defined 
in section 12B of this Act, as amended, or by a mutual savings bank, 
or (2) to any deposit of public funds made by or on behalf of any 
State, county, school district, or other subdivision or municipality, or 
to any deposit of trust funds if the payment of interest with respect 
to such deposit of public funds or of trust funds is required by State 
law]. So much of existing law as requires the payment of interest 
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with respect to any oe 8 deposited by the United States, by any 
Territory, a. or possession thereof [(including the Philippine 
Islands) ], or by any public instrumentality, agency, or officer of the 
foregoing, as is inconsistent with the provisions of this section as 
ame nded, i is hereby repealed. 

(c) [12 U.S. C., see. 371b; F. R. Act, sec. 19] The Board [of 
Governors of the Federal Reserve System] shall from time to time 
limit by regulation the rate of interest which may be paid by member 
banks on time and savings [deposits, and] de posits and shall prescribe 
different rates for such payment on time and savings deposits having 
different maturities, or subject to different conditions respecting with- 
drawal or repayment, or subject to different conditions by reason of 
different locations, or according to the varying discount rates of mem- 
ber banks in the several Federal Reserve districts. No member bank 
shall pay any time deposit before its maturity except upon such con- 
ditions and in accordance with such rules and regulations as may be 
prescribed by the [said] Board, or waive any requirement of notice 
before payment of any savings deposit exe ept as to all savings deposits 
having the same requirement: Provided, That the provisions of this 
[paragraph] subsection shall not apply to any deposit which is payable 
only at an office of a member bank located outside of the States of 
the United States and the District of Columbia. 

§ 42. Bank reserves [12 U.S. C., sec. 462; F. R. Act, sec. 19] 

(a) Every bank, banking association, or trust company which is 
or which becomes a member of any Federal [reserve] Reserve bank 
shall establish and maintain reserve balances with its Federal [re- 
serve] Reserve bank as follows: 

[(a)] (/) If not in a [reserve] Reserve or central [reserve] Reserve 
city, as now or hereafter defined, it shall hold and maintain with the 
Federal [reserve] Reserve bank of its district an actual net balance 
equal to not less than seven per centum of the aggregate amount of 
its demand deposits and three per centum of its time deposits. 

[(b)] (2) Ifin a [reserve] Reserve city, as now or hereafter defined, 
it shall hold and maintain with the Federal [reserve] Reserve bank 
of its district an actual net balance equal to not less than ten per 
centum of the aggregate amount of its demand deposits and three 
per centum of its time deposits: Provided, however, That if located in 
the outlying districts of a [reserve] Reserve city or in territory added 
to such a city by the extension of its corporate charter, it may, upon 
the affirmative vote of [five] a majority of the members of the Board 
[of Governors of the Federal Reserve System] in office, hold and 
maintain the reserve balances specified in paragraph [(a)] (/) hereof. 

[(c)] (3) Ifin a central [reserve] Reserve city, as now or hereafter 
defined, it shall hold and maintain with the Federal [reserve] Reserve 
bank of its district an actual net balance equal to not less than thirteen 
per centum of the aggregate amount of its demand deposits and three 
per centum of its time deposits: Provided, however, That if located in 
the outlying districts of a central [reserve] Reserve city or in territory 
added to such city by the extension of its corporate charter, it may, 
upon the affirmative vote of [five] @ majority of the members of the 
Board [of Governors of the Federal Reserve By stem] in office, hold 
and maintain the reserve balances specified in paragraphs [(a)] (J) 


or [(b)] (2) [thereof] hereof. 
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(6) [12 U.S. C., sec. 462b; F. R. Act, sec. 19] Notwithstanding the 
other provisions of this section, the Board [of Governors of the 
Federal Reserve System], upon the affirmative vote of [not less than 
four] a majority of its members in office, in order to prevent injurious 
credit expansion or contraction, may by regulation change the require- 
ments as to reserves to be maintained against demand or time deposits 
or both (1) by member banks in central [reserve] Reserve cities or 
(2) by member banks in [reserve] Reserve cities or (3) by member 
banks not in [reserve] Reserve or central [reserve] Reserve cities or 
(4) by all member banks; but the amount of the reserves required to 
be maintained by any such member banks as a result of any such 
change shall not be less than the amount of the reserves required by 
law to be maintained by such bank on [the date of enactment of the 
Banking Act of 1935 nor] August 23, 1935, nor more than twice such 
amount. 

(c) [12 U.S. C., sec. 464; F. R. Act, sec. 19] The required balance 
carried by a member bank with a Federal [reserve] Reserve bank may, 
under the regulations and subject to such penalties as may be pre- 
scribed by the Board [of Governors of the Federal Reserve System], 
be checked against and withdrawn by such member bank for the pur- 
pose of meeting existing liabilities. 

(d) [12 U.S. C., sec. 465; F. R. Act, sec. 19] In estimating the 
reserve balances required by this Act, member banks may deduct from 
the amount of their gross demand deposits the amounts of balances due 
from other banks (except Federal Reserve banks and foreign banks) 
and cash items in process of collection payable immediately upon 
presentation in the United States, within the meaning of these terms 
as defined by the Board [of Governors of the Federal Reserve 
System]. 

(e) [12 U.S. C., sec. 466; F. R. Act, sec. 19] National banks, or 
banks organized under local laws, located im Alaska or in a dependency 
or insular possession or any part of the United States outside the con- 
tinental United States may remain nonmember banks, and shall in 
that event maintain reserves and comply with all the conditions now 
provided by law regulating them; or said banks may, with the consent 
of the Board [of Governors of the Federal Reserve System], become 
member banks of any one of the reserve districts, and shall in that 
event take stock, maintain reserves, and be subject to all the other 
provisions of this Act. 

(f) [12 U.S. C., see. 462a—1; F. R. Act, see. 19] [Notwithstanding 
the provisions of the First Liberty Bond Act, as amended, the Second 
Liberty Bond Act, as amended, and the Third Liberty Bond Act, as 
amended, member] Member banks shall [be required to] maintain 
the same reserves against deposits of public moneys [by the United 
States] as they are required [by this section] to maintain against 
other [deposits: Provided, That until six months after the cessation 
of hostilities in the present war as determined by proclamation of the 
President or concurrent resolution of the Congress no deposit payable 
to the United States by any member bank arising solely as the result 
of subscriptions made by or through such member bank for United 
States Government securities issued under the authority of the Sec- 
ond Liberty Bond Act, as amended, shall be subject to the reserve 
requirements of this section] deposits. 
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§ 43. Federal Reserve notes 

(a) [12 U.S. C., see. 411; F. R. Act, sec. 16]. Federal [reserve] 
Reserve notes, to be issued at the discretion of the Board [ef Governors 
of the Federal Reserve System] for the purpose of [making advances 
to] supplying the Federal [reserve] Reserve banks with currency 
through the Federal [reserve] Reserve agents as hereinafter set forth 
and for no other purpose, are hereby authorized. The said notes shall 
be legal tender and obligations of the United States [and shall be 
receivable by all national and member banks and Federal reserve 
banks and for all taxes, customs, and other public dues. They shall 
be redeemed in lawful money on demand at the Treasury Department 
of the United States, in the city of Washington, District of Columbia, 
or at any Federal Reserve bank.]. Federal Reserve notes issued to a 
Federal Reserve bank shall, upon delivery, become a first and paramount 
lien on all the assets of such bank. 

(b) [12 U.S. C., see. 412; F. R. Act, sec. 16] Any Federal Reserve 
bank may make application to the local Federal Reserve agent for 
such amount of the Federal Reserve notes hereinbefore provided for 
as it may require. The Board shall have the right, acting through the 
Federal Reserve agent, to grant in whole or in part, or to reject entirely 
the application of any Federal Reserve bank for Federal Reserve notes; 
but to the extent that such application may be granted, such bank shall be 
charged with the amount of the notes issued to it and shall pay such rate 
of interest as may be established by the Roard on only that amount of such 
notes which equals the total amount of its outstanding Federal Reserve 
notes less the amount of gold certificates (which term, as used in this 
section, includes credits payable in gold certificates) held by the Federal 
Reserve agent as collateral security. Such application shall be accom- 
panied [with] by a tender to the local Federal Reserve agent of col- 
lateral in amount az least equal to the [sum] amount of the Federal 
Reserve notes thus applied for and issued pursuant to such applica- 
tion. The collateral security thus offered shall be notes, drafts, bills 
of exchange, or acceptances acquired under the provisions of section 
[13] 10 of this Act, or bills of exchange endorsed by a member bank 
of any Federal Reserve district and purchased under the provisions of 
section 14 of this Act, or bankers’ acceptances purchased under the 
provisions of said section 14, or gold certificates, or direct obligations 
of the United States. [In no event shall such collateral security be 
less than the amount of Federal Reserve notes applied for.] The 
Federal Reserve agent shall each day notify the Board [of Governors 
of the Federal Reserve System] of all issues [and withdrawals] of 
Federal Reserve notes to [and by ] the Federal Reserve [banks] bank to 
which he is accredited. [The said Board of Governors of the Federal Re- 
serve System may at any time call upon a Federal Reserve bank for 
additional security to protect the Federal Reserve notes issued to it.] 

(c) [12 U.S.C., sec. 413; F. R. Act, sec. 16] Every Federal Reserve 
bank shall maintain reserves in gold certificates of not less than 25 per 
centum against its deposits and reserves in gold certificates of not less 
than 25 per centum against its Federal Reserve notes in actual circu- 
lation: Provided, however, That when the Federal Reserve agent holds 
gold certificates as collateral for Federal Reserve notes issued to the 
bank such gold certificates shall be counted as part of the reserve which 
such bank is required to maintain against its Federal Reserve notes 
in actual circulation. [Notes so paid out shall bear upon their faces 
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a distinctive letter and serial number which shall be assigned by the 
Board of Governors of the Federal Reserve System to each Federal 
Reserve bank. Notes presented for redemption at the Treasury of 
the United States shall be paid out of the redemption fund and re- 
turned to the Federal Reserve banks through which they were origi- 
nally issued, and thereupon such Federal Reserve bank shall, upon de- 
mand of the Secretary of the Treasury, reimburse such redemption 
fund in lawful money or, if such Federal Reserve notes have been re- 
deemed by the Treasurer in gold certificates, then such funds shall be 
reimbursed to the extent deemed necessary by the Secretary of the 
Treasury in gold certificates, and such Federal Reserve bank shall, so 
long as any of its Federal Reserve notes remain outstanding, maintain 
with the Treasurer in gold certificates an amount sufficient in the 
judgment of the Secretary to provide for all redemptions to be made 
by the Treasurer. Federal Reserve notes received by the Treasurer 
otherwise than for redemption may be exchanged for gold certificates 
out of the redemption fund hereinafter provided and returned to the 
Reserve bank through which they were originally issued, or they may 
be returned to such bank for the credit of the United States. Federal 
reserve notes unfit for circulation shall be returned by the Federal 
reserve agents to the Comptroller of the Currency for cancellation 
and destruction. ] 

[12 U.S. C., see. 414, F. R. Act, sec. 16] [The Board of Governors 
of the Federal Reserve System shall require each Federal Reserve 
bank to maintain on deposit in the Treasury of the United States a 
sum in gold certificates sufficient in the judgment of the Secretary of 
the Treasury for the redemption of the Federal Reserve notes issued 
to such bank, but in no event less than 5 per centum of the total 
amount of notes issued less the amount of gold certificates held by 
the Federal Reserve agent as collateral security; but such deposit of 
gold certifieates shall be counted and included as part of the 25 per 
centum reserve hereinbefore required to be maintained against Federal 
Reserve notes in actual circulation. The Board shall have the right, 
acting through the Federal Reserve agent, to grant in whole or in 
part, or to reject entirely the application of any Federal Reserve bank 
for Federal Reserve notes; but to the extent that such application 
may be granted the Board of Governors of the Federal Reserve 
System shall, through its local Federal Reserve agent, supply Federal 
Reserve notes to the banks so applying, and such bank shall be charged 
with the amount of the notes issued to it and shall pay such rate of 
interest as may be established by the Board of Governors of the 
Federal Reserve System on only that amount of such notes which 
equals the total amount of its outstanding Federal Reserve notes less 
the amount of gold certificates held by the Federal Reserve agent as 
collateral security. Federal Reserve notes issued to any such bank 
shall, upon delivery, together with such notes of such Federal Reserve 
bank as may be issued under section 18 of this Act upon security of 
United States 2 per centum Government bonds, become a first and 
paramount lien on all the assets of such bank.J 

[12 U.S. C., see. 415; F. R. Act, sec. 16] [Any Federal Reserve 
bank may at any time reduce its liability for outstanding Federal 
Reserve notes by depositing with the Federal Reserve agent its Fed- 
eral Reserve notes, gold certifieates, or lawful money of the United 
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States. Federal Reserve notes so deposited shall not be reissued, 
except upon compliance with the conditions of an original issue.J 

[i2 U.S. C., sec. 415; F. R. Act, sec. 16] [The Federal Reserve 
agent shall hold such gold certificates or lawful money available 
exclusively for exchange for the outstanding Federal Reserve notes 
when offered by the Reserve bank of which he is a director. Upon 
the request of the Secretary of the Treasury the Board of Governors 
of the Federal Reserve System shall require the Federal Reserve 
agent to transmit to the Treasurer of the United States so much of the 
eold certificates held by him as collateral security for Federal Reserve 
notes as may be required for the exclusive purpose of the redemption of 
such Federal Reserve notes, but such gold certificates when deposited 
with the Treasurer shall be counted and considered as if collateral 
security on deposit with the Federal Reserve agent. 

(d) [12 U.S.C., see. 416; F. R. Act, sec. 16] Any Federal [reserve] 
Reserve Bank may at its discretion and under such regulations as may 
be prescribed by the Board withdraw any collateral [deposited with the 
local Federal reserve agent for the protection of its Federal reserve 
notes issued to it and shall at the same time substitute therefor other 
collateral of equal amount with the approval of the Federal reserve 
agent under regulations to be prescribed by the Board of Governors 
of the Federal Reserve System.] securing its Federal Reserve notes if 
such collateral is in excess of the amount required by this section or if 
such bank at the same time substitutes therefor with the approval of the 
Federal Reserve agent other collateral of at least equal amount. In no 
event shall the collateral securing the Federal Reserve notes of any bank 
be less than the amount of such bank’s outstanding Federal Reserve notes, 
and the Board may at any time call upon a Federal Reserve bank for 
additional security to protect such Federal Reserve notes. Any Federal 
[reserve] Reserve bank may retire any of its Federal [reserve] 
Reserve notes by depositing them with the Federal [reserve] Reserve 
agent or with the Treasurer of the United States, and such Federal 
[reserve] Reserve bank shall thereupon be entitled to receive back the 
collateral [deposited with the Federal reserve agent for the security 
of such notes] securing such notes. Federal [reserve] Reserve banks 
shall not be required to maintain the reserve [or the redemption fund] 
heretofore provided for against Federal [reserve] Reserve notes which 
have been retired. Federal [reserve] Reserve notes so deposited shall 
not be reissued except upon compliance with the conditions of an 
ns issue. 

(e) [12 U.S. C., sec. 417; F. R. Act, see. 16] Under such rules and 
regulations as ja Board may prescribe, [All] all Federal Reserve notes 
and all gold certificates and lawful money [issued] delivered to or 
deposited with any Federal Reserve agent [under the provisions of the 
Federal Reserve Act] shall [hereafter] be held [for such agent, 
under such rules and regulations as the Board of Governors of the 
Federal Reserve System may prescribe, ] in the joint custody of him- 
self and the Federal Reserve bank to which he is accredited. Such 
agent and such Federal Reserve bank shall be jointly liable for the 
safekeeping of such Federal Reserve notes, gold [certificates,] cer- 
tificates and lawful money. Nothing herein contained, however, shall 
be construed to prohibit a Federal Reserve agent from depositing 
gold certificates with the Board [of Governors of the Federal Reserve 
System], to be held by [such] the Board subject to his order, or with 
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the Treasurer of the United States for the purposes authorized by law. 
When Federal Reserve notes that cannot be identified as to the bank of 
issue are destroyed as provided in this subsection, the amount thereof 
shall be apportioned among the twelve Federal Reserve banks in proportion 
to the amount of Federal Reserve notes of each Federal Reserve bank in 
circulation on the 31st day of December of the preceding year. 

(f) Federal Reserve notes unfit for circulation shall be returned by 
the Federal Reserve one to the Treasury Department in Washington, 
District of Columbia, to be destroyed in accordance with regulations 
prescribed by the femie of the Treasury. Federal Reserve notes unfit 
for circulation received by the Treasury Department from other sources 
shall likewise be destroyed in accordance with such regulations and the 
amounts of such notes received from other sources so destroyed shall be 
credited to the deposit accounts of the Treasurer of the United States with 
the respective Federal Reserve banks whose notes were so destroyed. 

(g) [12 U.S. C., see. 418; F. R. Act, see. 16] In order to furnish 
suitable notes for circulation as Federal Reserve notes, the [Comp- 
troller of the Currency] Secretary of the Treasury shall [, under the 
direction of the Secretary of the Treasury, ] cause plates and dies to be 
engraved in the best manner to guard against counterfeits and fraudu- 
lent alterations, and the Comptroller of the Currene y shall have printed 
therefrom and numbered such quantities of such notes of the denomina- 
tions of $5, $10, $20, $50, $100, $500, $1,000, $5,000, $10,000 as may 
be required to supply the Federal Reserve banks. Such notes shall be 
in form and tenor as directed by the Secretary of the Treasury under 
the provisions of this Act and Federal Reserve notes shall bear [the 
distinctive numbers of the several Federal Reserve banks through 
which they are issued.] wpon their faces a distinctive letter and number 
which shall be re oH by the Board to each Federal Reserve bank. 

(kh) [12 U.S. C., see. 419; F. R. Act, see. 16] When such notes 
have been Saal they shall be [deposited in] held by the [Treas- 
ury, or in the subtreasury or mint of the United States nearest the 
place of business of each Federal reserve bank and shall be held for 
the use of such bank subject] Treasury subject to the order of the 
[Comptroller of the Currency] Board for their delivery, as provided 
by this Act. 

[12 U.S. C., sec. 420; F. R. Act, sec. 16] The plates and dies 
to be procured by the [Comptroller of the Currency] Secretary of the 
Treasury for the printing of [such circulating] Federal Reserve notes 
shall remain under his control and [direction,] direction. He shall 
cause to be examined each year the plates, dies, bed pieces and other 
material from which such notes are printed and file in his office annually 
a correct list of the same. The [and the] expenses necessarily incurred 
in executing the laws relating to the procuring of [such] Federal 
Reserve [notes, and] notes and all other expenses incidental to their 
issue and [retirement, shall] retirement shall be paid by the Federal 
[reserve] Reserve banks, and the Board [of Governors of the Federal 
Reserve System] shall [include in its estimate of expenses levied] 
levy against the Federal [reserve] Reserve banks [a sufficient amount] 
an amount sufficient to cover the expenses herein provided for. 

[i2 U.S. C., sec. 421; F. R. Act, sec. 16] [The examination of 
plates, dies, bed pieces, and so forth, and regulations relating to such 
examination of plates, dies, and so forth, of national-bank notes 
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provided for in section fifty-one hundred and seventy-four Revised 
Statutes, “4 — extended to include notes herein provided for.] 

12 U. ., sec, 422, F. R. Act, sec. 16] [Any appropriation 
heretofore cud out of the general funds of the Treasury for engraving 
plates and dies, the purchase of distinctive paper, or to cover any 
other expense in connection with the printing of national-bank notes 
yr notes provided for by the Act of May thirtieth, nineteen hundred 
and eight, and any distinctive paper that may be on hand at the time 
of the passage of this Act may be used in the discretion of the Secretary 
for the purposes of this Act, and should the appropriations heretofore 
made be insufficient to meet the requirements of this Act in addition 
to circulating notes provided for by existing law, the Secretary is hereby 
authorized to use so much of any funds in the Treasury not otherwise 
appropriated for the purpose of furnishing the notes aforesaid: Pro- 
vided, however, That nothing in this section contained shall be con- 
strued as exempting national banks or Federal reserve banks from 
their liability to reimburse the United States for any expenses incurred 
in printing and issuing circulating notes. ] 

[i2 U.S. C., sec. 441; F. R. Act, sec. 18] [After two years from 
the passage of this Act, and at any time during a period of twenty 
years thereafter, any member bank desiring to retire the whole or 
any part of its circulating notes, may file with the Treasurer of the 
United States an application to sell for its account, at par and accrued 
interest, United States bonds securing circulation to be retired.J 

[i2 U.S. C., sec. 442; F. R. Act, see. 18] [The Treasurer shall, 
at the end of each quarterly period, furnish the Board of Governors 
of the Federal Reserve System with a list of such applications, and the 
Board of Governors of the Federal Reserve System may, in its dis- 
cretion, require the Federal reserve banks to purchase such bonds 
from the banks whose applications have been filed with the Treasurer 
at least ten days before the end of any quarterly period at which the 
Board of Governors of the Federal Reserve System may direct the 
purchase to be made: Provided, That Federal reserve banks shall 
not be permitted to purchase an amount to exceed $25,000,000 of such 
bonds in any one year, and which amount shall include bonds acquired 
under section four of this Act by the Federal reserve bank.J 

[12U.S.C., sec. 442; F. R. Act, sec. 18] [Provided further, That the 
Board of Governors of the Federal Reserve System shall allot to each 
Federal reserve bank such proportion of such bonds as the capital and 
surplus of such bank shall bear to the aggregate capital and surplus of 
all the Federal reserve banks. ] 

12 U.S. C., see. 443; F. R. Act, sec. 18] [Upon notice from the 
Treasurer of the amount of bonds so sold for its account, each member 
bank shall duly assign and transfer, in writing, such bonds to the Fed- 
eral reserve bank purchasing the same, and such Federal reserve bank 
shall, thereupon, deposit lawful money with the Treasurer of the 
United States for the purchase price of such bonds, and the Treasurer 
shall pay to the member bank selling such bonds any balance due 
after deducting a sufficient sum to redeem its outstanding notes secured 
by such bonds, which notes shall be canceled and permanently retired 
when redeemed. J 

[i2 U.S. C., sec. 444; F. R. Act, sec. 18] [The Federal reserve 
banks purchasing such bonds shall be permitted to take out an amount 
of circulating notes equal to the par value of such bonds.] 
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[12 U.S.C., see. 445; F. R. Act, sec. 18] [Upon the deposit with the 
Treasurer of the United States, (a) of any direct obligations of the 
United States or (b) of any notes, drafts, bills of exchange, or bankers’ 
acceptances acquired under the provisions of this Act, any Federal 
reserve bank making such deposit in the manner prescribed by the 
Secretary of the Treasury snall be entitled to receive from the Comp- 
troller of the Currency circulating notes in blank, duly registered and 
countersigned. When such circulating notes are issued against the 
security of obligations of the United States, the amount of such circu- 
lating notes shall be equal to the face value of the direct obligations of 
the United States so deposited as security ; and, when issued against the 
security of notes, drafts, bills of exchange and bankers’ acceptances 
acquired under the provisions of this Act, the amount thereof shall be 
equal to not more than 90 percent of the estimated value of such notes, 
drafts, bills of exchange and bankers’ acceptances so deposited as 
security. Such notes shall be the obligations of the Federal reserve 
bank procuring the same, shall be in form prescribed by the Secretary 
of the Treasury, shall be receivable at par in all parts of the United 
States for the same purposes as are national bank notes, and shall be 
redeemable in lawful money of the United States on presentation at the 
United States Treasury or at the bank of issue. The Secretary of the 
Treasury is authorized and empowered to prescribe regulations gov- 
erning the issuance, redemption, replacement, retirement and destruc- 
tion of such circulating notes and the release and substitution of 
security therefor. Such circulating notes shall be subject to the same 
tax as is provided by law for the circulating notes of national banks 
secured by 2 percent bonds of the United States. No such circulating 
notes shall be issued under this paragraph after the President has 
declared by proclamation that the emergency recognized by the 
President by proclamation of March 6, 1933, has terminated, unless 
such circulating notes are secured by deposits of bonds of the United 
States bearing the circulation privilege. When required to do so by 
the Secretary “of the Treasury, each Federal reserve agent shall act as 
agent of the Treasurer of the United States or of the Comptroller of the 
Currency, or both, for the performance of any of the functions which 
the Treasurer or the Comptroller may be called upon to perform in 
carrying out the provisions of this paragraph. Appropriations avail- 
able for distinctive paper and printing United States currency or 
national bank currency are hereby made available for the production 
of tae circulating notes of Federal reserve banks herein provided; but 
the United States shall be reimbursed by the Federal reserve bank to 
which such notes are issued for all expenses necessarily incurred in 
connection with the procuring of such notes and all other expenses 
incidental to their issue, redemption, replacement, retirement and 
destruction.] 

[i2 U.S. C., sec. 446; F. R. Act, sec. 18] [Upon application of 
any F ederal reserve bank, approved by the Board of Governors of the 
Federal Reserve System, the Secretary of the Treasury may issue, in 
exchange for United States two per centum gold bonds bearing the 
circulation privilege, but against which no circulation is outstanding, 
one-year gold notes of the United States without the circulation privi- 
lege, to an amount not to exceed one-half of the two per centum bonds 
so tendered for exchange, and thirty-year three per centum gold bonds 
without the circulation privilege for the remainder of the two per 
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centum bonds so tendered: Provided, That at the time of such ex- 
change the Federal reserve bank obtaining such one-year gold notes 
shall enter into an obligation with the Secretary of the Treasury 
binding itself to purchase from the United States for gold at the ma- 
turity ‘of such one- year notes, an amount equal to those delivered ia 
exchange for such bonds, if so requested by the Secretary, and at each 
maturity of one-year notes so purchased by such Federal reserve bank, 
to purchase from the United States such an amount of one-year notes 
as the Secretary may tender to such bank, not to exceed the amount 
issued to such bank in the first instance, in exchange for the two per 
centum United States gold bonds; said obligation to purchase at ma- 
turity such notes shall continue ia force for a period not to exceed 
thirty years. ] 

_[i2 U.S. C., sec. 447; F. R. Act, sec. 18] [For the purpose of 
making the exchange herein provided for, the Secretary of the Treas- 
ury is authorized to issue at par Treasury notes in coupon or registered 
form as he may prescribe in denominations of one hundred dollars, 
or any multiple thereof, bearing interest at the rate of three per 
centum per annum, payable quarterly, such Treasury notes to be 
payable not more than one year from the date of their issue in gold 
coin of the present standard value, and to be exempt as to principal 
and interest from the payment of all taxes and duties of the United 
States except as provided by this Act, as well as from taxes in any 
form by or under State, municipal, or local authorities. And for the 
same purpose, the Secretary is authorized and empowered to issue 
United States gold bonds at par, bearing three per centum interest 
payable thirty years from date of issue, such bonds to be of the same 
general tenor and effect and to be issued under the same general terms 
and conditions as the United States three per centum bonds without 
the circulation privilege now issued and outstanding. J 

[12 U.S. C., see. 448; F. R. Act, sec. 18] [Upon application of any 
Federal reserve bank, approved by the Board of Governors of the 
Federal Reserve System, the Secretary may issue at par such three 
per centum bonds in exchange for the one-year gold notes herein 
provided for.] 


Cuapter 8—Foreten Brancues AND Foreian Bankine 
CORPORATIONS 
§ 44. Foreign branches 

(a) [12 U.S.C., sec. 601; F. R. Act, sec. 25] Any national banking 
association possessing a capital and surplus of $1,0€0,000 or more 
may file application with the Board [of Governors of the Federal 
Reserve System] for permission to exercise, upon such conditions and 
under such regulations as may be prescribed by the [said] Board, 
either or both of the following powers: 

[First.] (1) To establish branches in foreign countries or dependen- 
cies or insular possessions of the United States for the furtherance of 
the foreign commerce of the United States, and to act if required to 
do so as fiscal agents of the United States. 

[Second.] (2) To invest an amount not exceeding in the aggregate 
10 per centum of its paid-in capital stock and surplus in the stock of 
one or more banks or corporations chartered or incorporated under 
the laws of the United States or of any State thereof, and principally 
engaged in international or foreign banking, or banking in a depend- 
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ency or insular possession of the United States either directly or 
through the agency, ownership, or control of local institutions in 
foreign countries, or in such dependencies or insular possessions. 

[12 U.S.C., sec. 601; F. R. Act, sec. 25] [Until January 1, 1921, 
any national banking association, without regard to the amount of its 
capital and surplus, may file application with the Board of Governors 
of the Federal Reserve System for permission, upon such conditions 
and under such regulations as may be prescribed by said board, to 
invest an amount not exceeding in the aggregate 5 per centum of its 
paid-in capital and surplus in the stock of one or more corporations 
chartered or incorporated under the laws of the United States or of 
any State thereof and, regardless of its location, principally engaged 
in such phases of international or foreign financial operations as may 
be necessary to facilitate the export of goods, wares, or merchandise 
from the United States or any of its dependencies or insular possessions 
to any foreign country: Provided, however, That in no event shall 
the total investments authorized by this section by any one national 
bank exceed 10 per centum of its capital and surplus.J 

(6) [12 U.S. C., sec. 601; F. R. Act, see. 25] Such application 
shall specify the name and capital of the banking association filing it, 
the powers applied for, and the place or places where the banking or 
financial operations proposed are to be carried on. The Board 
[of Governors of the Federal Reserve System] shall have power to 
approve or to reject such application in whole or in part if for any 
reason the granting of such application is deemed inexpedient, and 
shall also have power from time to time to increase or decrease the 
number of places where such banking operations may be earried on. 

(ec) [12 U.S. C., sec. 602; F. R. Act., sec. 25] Every national bank- 
ing association operating foreign branches shall be required to furnish 
information concerning the condition of such branches to the Comp- 
troller of the Currency upon demand, and every member bank invest- 
ing in the capital stock of banks or corporations described above shall 
be required to furnish information concerning the condition of such 
banks or corporations to the Board [of Governors of the Federal 
Reserve System] upon demand, and the Board [of Governors of the 
Federal Reserve System] may order special examinations of the said 
branches, banks, or corporations at such time or times as it may deem 
best. 

(d) [12 U.S. C., sec. 603; F. R. Act, sec. 25] Before any national 
bank shall be permitted to purchase stock in any such corporation 
the said corporation shall enter into an agreement or undertaking 
with the Board [of Governors of the Federal Reserve System] to 
restrict its operations or conduct its business in such manner or under 
such limitations and restrictions as the [said] Board may prescribe 
for the place or places wherein such business is to be conducted. If 
at any time the Board [of Governors of the Federal Reserve System] 
shall ascertain that the regulations prescribed by it are not being com- 
plied with, [said] the Board is hereby authorized and empowered to 
institute an investigation of the matter and to send for persons and 
papers, subpena witnesses, and administer oaths in order to satisfy 
itself as to the actual nature of the transactions referred to. Should 
such investigation result in establishing the failure of the corporation 
in question, or of the national bank or banks which may be stock- 
holders therein, to comply with the regulations laid down by the 
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[said Board of Governors of the Federal Reserve System] Board, 
such national banks may be required to dispose of stockholdings in 
the said corporation upon reasonable notice. 

(e) [12 U.S. C., sec. 604; F. R. Act, sec. 25] Every such national 
banking association shall conduct the accounts of each foreign branch 
independently of the accounts of other foreign branches established 
by it and of its home office, and shall at the end of each fiscal period 
transfer to its general ledger the profit or loss accrued at each branch 
as a separate item. 

(f) Regulations issued by the Board under this section, in addition 
to regulating powers which a foreign branch may exercise under other 
provisions of law, may authorize such a foreign branch, subject to such 
conditions and requirements as such regulations may prescribe, to 
exercise such further powers as may be usual in connection with the 
transaction of the business of banking in the places where such foreign 
branch shall transact business. Such regulations shall not authorize 
a foreign branch to engage in the general business of producing, dis- 
tributing, buying or selling goods, wares, or merchandise; nor, except 
to such limited extent as the Board may deem to be necessary with respect 
to securities issued by any “foreign state’ as defined in section 51 (d) of 
this Act, shall such regulations authorize a foreign branch to engage or 
participate, directly or indirectly, in the business of underwriting, selling, 
or distributing securities. 


§ 45. Organization of foreign banking vee ee 

(a) [12 U.S.C., sec. 611; F. R. Act, sec. 25(a) J Corporations to be 
organized for the purpose of engaging in international or foreign 
banking or other international or foreign financial operations, or in 
banking or other financial operations in a dependency or insular pos- 
session of the United States, either direc tly or through the agency, 
ownership, or control of local institutions in foreign countries, or in 
such dependencies or insular possessions as provided by this section, 
and to act when required by the Secretary of the Treasury as fisc -al 
agents of the United States, may be formed by any number of natural 
persons, not less in any case than five: Provided, That nothing in this 
section shall be construed to deny the right of the Secretary of the 
Treasury to use any corporation organized under this section as 
depositaries i in Panama and the Panama Canal Zone, or in the [Philip- 
pine Islands and other] insular possessions and dependencies of the 
U rr aa 

) [12 U. ’., sec. 612; F. R. Act, sec. 25(a) J Such persons shall 
om into adek of association which shall specify in general terms 
the objects for which the association is formed and may contain any 
other provisions not inconsistent with law which the association may 
see fit to adopt for the regulation of its business and the conduct of its 
affairs. 

(c) [12 U.S. C., sec. 613; F. R. Act, sec. 25 (a) J Such articles of 
association shall be signed by all of the persons intending to participate 
in the organization of the corporation and, thereafter, shall be for- 
warded to the Board [of Governors of the Federal Reserve System] 
and shall be filed and preserved in its office. The persons signing the 
said articles of association shall, under their hands, make an organiza- 
tion certificate which shall specifically state: 
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[First.] (1) The name assumed by such corporation, which shall be 
subject to the approval of the Board [lof Governors of the Federal 
Reserve System]. 

[Second.] (2) The place or places where its operations are to be 
carried on. 

[Third.] (3) The place in the United States where its home office 
is to be located. 

[Fourth.] (4) The amount of its capital stock and the number of 
shares into which the same shall be divided. 

[Fifth.] (5) The names and places of business or residence of the 
persons executing the certificate and the number of shares to which 
each has subscribed. 

[Sixth.] (6) The fact that the certificate is made to enable the 
persons subscribing the same, and all other persons, firms, companies, 
and corporations, who or which may thereafter subscribe to or purchase 
shares of the capital stock of such corporation, to avail themselves of 
the advantages of this section. 

(d) [12 U.S. C., sec. 614; F. R. Act, sec. 25 (a) J The persons signing 
the organization certificate shall duly acknowledge the execution 
thereof before a judge of some court of record or notary public, who 
shall certify thereto under the seal of such court or notary, and there- 
after the certificate shall be forwarded to the Board [of Governors 
of the Federal Reserve System] to be filed and preserved in its 
office. Upon duly making and filing articles of association and 
an organization certificate, and after the Board [of Governors of the 
Federal Reserve Svstem] has approved the same and issued a permit 
to begin business, the association shall become and be a body corporate, 
and as such and in the name designated therein shall have power to 
adopt and use a corporate seal, which may be changed at the pleasure 
of its board of directors; to have succession for a period of twenty 
years unless sooner dissolved by the act of the shareholders owning 
two-thirds of the stock or by an Act of Congress or unless its franchises 
become forfeited by some violation of law; to make contracts; to sue 
and be sued, complain, and defend in any court of law or equity; to 
elect or appoint directors, all of whom shall be citizens of the United 
States; and, by its board of directors, to appoint such officers and 
employees as may be deemed proper, define their authority and duties, 
require bonds of them, and fix the penalty thereof, dismiss such officers 
or employees, or any thereof, at pleasure and appoint others to fill 
their places; to prescribe, by its board of directors, bylaws not incon- 
sistent with law or with the regulations of the Board [of Governors 
of the Federal Reserve System] regulating the manner in which its 
stock shall be transferred, its directors elected or appointed, its officers 
and employees appointed, its property transferred, and the privileges 
granted to it by law exercised and enjoyed. 

(e) [12 U.S. C., sec. 629; F. R. Act, sec. 25 (a)J Any bank or 
banking institution, principally engaged in foreign business, incorpo- 
rated by special law of any State or of the United States or organized 
under the general laws of any State or of the United States and having 
an unimpaired capital sufficient to entitle it to become a corporation 
under the provisions of this section may, by the vote of the share- 
holders owning not less than two-thirds of the capital stock of such 
bank or banking association, with the approval of the Board [of 
Governors of the Federal Reserve System], be converted into a 
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Federal corporation of the kind authorized by this section with any 
name approved by the Board [of Governors of the Federal Reserve 
System]: Provided, however, That said conversion shall not be in 
contravention of the State law. In such case the articles of association 
and organization certificate may be executed by a majority of the 
directors of the bank or banking institution, and the certificate shall 
declare that the owners of at least two-thirds of the capital stock have 
authorized the directors to make such certificate and to change or 
convert the bank or banking institution into a Federal corporation. 
A majority of the directors, after executing the articles of association 
and the organization certificate, shall have power to execute all other 
papers and to do whatever may be required to make its organization 
perfect and complete as a Federal corporation. The shares of any such 
corporation may continue to be for the same amount each as they were 
before the conversion, anl ‘he directors ma, continue to be directors of 
the corporation until others are elected or appointed in accordance 
with the provisions of this section. When the Board [of Governors of 
the Federal Reserve System] has given to such corporation a certifi- 
cate that the provisions of this section have been complied with, such 
corporation and all its stockholders, officers, and employees shall have 
the same powers and privileges, and shall be subject to the same 
duties, liabilities, and regulations, in all respects, as shall have béen 
prescribed by this section for corporations originally organized 
hereunder. 
§ 46. Capital stock and shareholders 

(a) [12 U.S. C., sec. 618; F. R. Act, sec. 25 (a)J No corporation 
shall be organized under the provisions of [this] section 45 with a 
capital stock of less than $2,000,000, one-quarter of which must be 
paid in before the corporation may be authorized to begin business, 
and the remainder of the capital stock of such corporation shall be 
paid in installments of at least 10 per centum on the whole amount 
to which the corporation shall be limited as frequently as one install- 
ment at the end of each succeeding two months from the time of the 
commencement of its business operations until the whole of the 
capital stock shall be paid in: Provided, however, That whenever 
$2,000,000 of the capital stock of any corporation is paid in the 
remainder of the corporation’s capital stock or any unpaid part of 
such remainder may, with the consent of the Board [of Governors 
of the Federal Reserve System] and subject to such regulations and 
conditions as it may prescribe, be paid in upon call from the board of 
directors; such unpaid subscriptions, however, to be included in the 
maximum of 10 per centum of the national bank’s capital and surplus 
which a national bank is permitted under the provisions of this [Act] 
chapter to hold in stock of corporations engaged in business of the 
kind described in this section and in section [25 of the Federal 
Reserve] 44 of this Act as amended: Provided, further, That no such 
corporation shall have liabilities outstanding at any one time upon 
its debentures, bonds, and promissory notes in excess of ten times its 
paid-in capital and surplus. The capital stock of any such corpo- 
ration may be increased at any time, with the approval of the Board 
[of Governors of the Federal Reserve System], by a vote of two- 
thirds of its shareholders or by unanimous consent in writing of the 
shareholders without a meeting and without a formal vote, but any 
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such increase of capital shall be fully paid in within ninety days 
after such approval; and may be reduced in like manner, provided 
that in no event shall it be less than $2,000,000. No corporation, 
except as herein provided, shall during the time it shall continue its 
operations, withdraw or permit to be withdrawn, either in the form 
of dividends or otherwise, any portion of its capital. Any national 
banking association may invest in the stock of any corporation 
organized under the provisions of this [section] chapter, but the 
aggregate amount of stock held in all corporations engaged in business 
of the kind described in [this] section 45 and in section [25 of the 
Federal Reserve] 44 of this Act as amended shall not exceed 10 per 
centum of the subscribing bank’s capital and surplus. 

(b) [12 U.S. C., see. 619; F. R. Act, sec. 25 (a) J A majority of the 
shares of the capital stock of any such corporation shall at all times 
be held and owned by citizens of the United States, by corporations 
the controlling interest in which is owned by citizens of the United 
States, chartered under the laws of the United States or of a State 
of the United States, or by firms or companies, the controlling interest 
in which is owned by citizens of the United States. 

(c) [12 U.S. C., see. 620; F. R. Act, sec. 25 (a) No member of 
the Board [of Governors of the Federal Reserve System] shall be 
an officer or director of any corporation organized under the pro- 
visions of [this] section 45, or of any corporation engaged in similar 
business organized under the laws of any State, nor hold stock in 
any such corporation, and before entering upon his duties as a member 
of the Board [of Governors of the Federal Reserve System] he shall 
certify under oath to the Secretary of the Treasury that he has 
complied with this requirement. 

(d) [12 U.S. C., sec. 621; F. R. Act, sec. 25 (a)] Shareholders in 
any corporation organized under the provisions of [this] section 45 
shall be liable for the amount of their unpaid stock subscriptions. 
No such corporation shall become a member of any Federal Reserve 
nae 

) gi2 ., sec. 625; F. R. Act, sec. 25 (a)] Every corporation 
vitaate dl bt r a provisions of [this] section 45 shall hold a meeting 
of its stockholders annually upon a date fixed in its bylaws, such 
meeting to be held at its home office in the United States. Every 
such corporation shall keep at its home office books containing the 
names of all stockholders thereof, and the names and addresses of the 
members of its board of directors, together with copies of all reports 
made by it to the Board [of Governors of the Federal Reserve Sys- 
tem]. Every such corporation shall make reports to the Board [of 
Governors of the Federal Reserve System] at such times and in such 
form as it may require; and shall be subject to examination once a 
year and at such other times as may be deemed necessary by the 
Board [of Governors of the Federal Reserve System] by examiners 
appointed by the Board [of Governors of the Federal Reserve Sys- 
tem], the cost of such examinations, including the compensation of 
the examiners, to be fixed by the Board [of Governors of the Federal 
Reserve Syste md and to be paid by the corporation examined. 

(f) [12 U. , sec. 626; F. R. Act, sec. 25 (a)] The directors of 
any ereiaresint Ievahided under the provisions of [this] section 45 
may, semiannually, declare a dividend of so much of the net profits 
of the corporation as they shall judge expedient; but each corporation 
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shall, before the declaration of a dividend, carry one-tenth of its net 
profits of the preceding half year to its surplus fund until the same 
shall amount to 20 per centum of its capital stock. 


§ 47. Powers of foreign banking corporations 

(a) [12 U.S. C., sec. 615; F. R. Act, sec. 25 (a) Each corporation 
[so] organized under section 45 shall have power, under such rules 
and regulations as the Board [of Governors of the Federal Reserve 
System] may prescribe: 

[(a)] (1) To purchase, sell, discount, and negotiate, with or with- 
out its endorsement or guaranty, notes, drafts, checks, bills of ex- 
change, acceptances, including bankers’ acceptances, cable transfers, 
and other evidences of indebtedness; to purchase and sell, with or 
without its endorsement or guaranty, securities, including the obliga- 
tions of the United States or of any State thereof but not including 
shares of stock in any corporation except as herein provided; to accept 
bills or drafts drawn upon it subject to such limitations and restric- 
tions as the Board [of Governors of the Federal Reserve System] 
may impose; to issue letters of credit; to purchase and sell coin, bul- 
lion, and exchange; to borrow and to lend money; to issue debentures, 
bonds, and promissory notes under such general conditions as to 
security and such limitations as the Board [of Governors of the Federal 
Reserve System] may prescribe, but in no event having liabilities 
outstanding thereon at any one time exceeding ten times its capital 
stock and surplus; to receive deposits outside of the United States 
and to receive only such deposits within the United States as may be 
incidental to or for the purpose of carrying out transactions in foreign 
countries or dependencies or insular possessions of the United States; 
and generally to exercise such powers as are incidental to the powers 
conferred by this Act or as may be usual, in the determination of the 
Board [of Governors of the Federal Reserve System], in connection 
with the transaction of the business of banking or other financial 
operations in the countries, colonies, dependencies, or possessions in 
which it shall transact business and not inconsistent with the powers 
specifically granted herein. Nothing contained in this section shall 
be construed to prohibit the Board [of Governors of the Federal 
Reserve System], under its power to prescribe rules and regulations, 
from limiting the aggregate amount of liabilities of any or all classes 
incurred by the corporation and outstanding at any one time. When- 
ever a corporation [organized under this section] receives deposits 
in the United States authorized by this section it shall carry reserves 
in such amounts as the Board [of Governors of the Federal Reserve 
System] may prescribe, but in no event less than 10 per centum of its 
deposits. 

[(b)] (2) To establish and maintain for the transaction of its 
business Ais ‘s or agencies in foreign countries, their dependencies 
or colonies, and in the dependenci ies or insular possessions of the United 
States, at such places as may be approved by the Board [of Governors 
of the Federal Reserve System] and under such rules and regulations 
as it may prescribe, including countries or dependencies not specified 
in the original organization certific ate. 

[(c)] (3) With the consent of the Board [of Governors of the 
Federal Reserve System] to purchase and hold stock or other certifi- 
cates of ownership in any other corporation organized under the pro- 
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visions of [this] section 45, or under the laws of any foreign country 
or a colony or dependency thereof, or under the laws of any State, 
dependency, or insular possession of the United States but not engaged 
in the general business of buying or selling goods, wares, merchandise 
or commodities in the United States, and not transacting any business 
in the United States except such as in the judgment of the Board [of 
Governors of the Federal Reserve System] may be incidental to its 
international or foreign business: Provided, however, That, except with 
the approval of the Board [of Governors of the Federal Reserve 
System], no corporation organized [hereunder] under section 45 shall 
invest in any one corporation an amount in excess of 10 per centum 
of its own capital and surplus, except in a corporation engaged in the 
business of banking, when 15 per centum of its capital and surplus 
may be so invested: Provided further, That no such corporation shall 
purchase, own, or hold stock or certificates of ownership in any other 
corporation organized hereunder or under the laws of any State which 
is in substantial competition therewith, or which holds stock or certifi- 
cates of ownership in corporations which are in substantial competi- 
tion with the purchasing corporation. 

(b) [12 U. S. C., see. 15; F. R. Act, 25 (a)J Nothing contained 
herein shall prevent corporations organized hereunder] under sec- 
tion 45 from purchasing and holding stock in any corporation where 
such purchase shall be necessary to prevent a loss upon a debt pre- 
viously contracted in good faith; and stock so pure thased or ac quired 
in corporations organized under [this] section 45 shall within six 
months from such purchase be sold or disposed of at public or private 
sale unless the time to so dispose of same is extended by the Board 
[of Gove — 7 the Federal Reserve System]. 

(c) [12 U. , sec. 616; F. R. Act, 25 (a) No corporation organ- 
ized under rihis} section 44 shall carry on any part of its business in 
the United States except such as, in the judgment of the Board Lof 
Governors of the Federal Reserve System], shall be incidental to its 
international or foreign business: And provided further, That except 
such as is incidental and preliminary to its organization no such corpo- 
ration shall exercise any of the powers conferred by this section until 
it has been duly authorized by the Board [of Governors of the Federal 
Reserve System] to commence business as a corporation organized 
under the provisions of this section. 

(d) [i2 U.S. C., see. 617; F. R. Act, sec. 25 (a)] No corporation 
organized under [this] section 45 shall engage in commerce or trade 
in commodities except as specifically provided in this section, nor shall 
it either directly or indirectly control or fix or attempt to control or 
fix the price of any such commodities. The charter of any corpora- 
tion violating this provision shall be subject to forfeiture in the manner 
hereinafter provided in [this] section 50. It shall be unlawful for 
any director, officer, agent, or employee of any such corporation to use 
or to conspire to use the credit, the funds, or the power of the corpora- 
tion to fix or control the price of any such commodities, and any such 
person violating this provision shall be liable to a fine of not less than 
$1,000 and not exceeding $5,000 or imprisonment not less than one 
year and not exceeding five years, or both, in the discretion of the 
Sap 

) [12 U.S. C., see. 628; F. R. Act, sec. 25 (a)J Any corporation 
oigeuiited under the prov isions of [this] section 45 may at any time 
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within the two years next previous to the date of the expiration of its 
corporate existence, by a vote of the shareholders owning two-thirds 
of its stock, apply to the Board [of Governors of the Federal Reserve 
System ] for its approval to extend the period of its corporate existence 
for a term of not more than twenty years, and upon certified approval 
of the Board [of Governors of the Federal Reserve System] such 
corporation shall have its corporate existence for such extended period 
unless sooner dissolved by the act of the shareholders owning two- 
thirds of its stock, or by an Act of Congress or unless its franchise 
becomes forfeited by some violation of law. 

§ 48. Taxation [12 U.S. C., sec. 627; F. R. Act, sec. 25 (a)] 

Any corporation organized under the provisions of [this] section 45 
shall be subject to tax by the State within which its home office is 
located in the same manner and to the same extent as other corpora- 
tions organized under the laws of that State which are transacting a 
similar character of business. The shares of stock in such corpora- 
tion shall also be subject to tax as the personal property of the owners 
or holders thereof in the same manner and to the same extent as the 
shares of stock in similar State corporations. 


§ 49. Voluntary liquidation and insolvency 

(a) [12 U.S. C., sec. 623; F. R. Act, sec. 25 (a) Any [such] corpo- 
ration organized under section 45 may go into voluntary liquidation 
and be closed by a vote of its shareholders owning two-thirds of its 
stock. 

(6) [12 U.S. C., see. 624; F. R. Act, sec. 25 (a) Whenever the 
Board [fof Governors of the Federal Reserve System] shall become 
satisfied of the insolvency of any such corporation, it may appoint a 
receiver who shall take possession of all of the property and assets of 
the corporation and exercise the same rights, privileges, powers, vine 
authority with [respect] respect thereto as are now exercised by 
receivers of national banks appointed by the Comptroller of the 
Currency of the United States: Provided, however, That the assets of 
the corporation subject to the laws of other countries or jurisdictions 
shall be dealt with in accordance with the terms of such laws. 


§ 50. Penalties 


(a) [12 U.S. C., see. 622; F. R. Act, sec. 25 (a) Should any corpo- 
ration organized [hereunder] under section 45 violate or fail to comply 
with any of the provisions of [this sec tion] sections 45, 46, and 47, all 
of its rights, privileges, and franchises derived he felis may thereby 
be forfeited. Before any such corporation shall be declared dissolved, 
or its rights, privileges, and franchises forfeited, any noncompliance 
with, or violation of such laws shall, however, be determined and 
adjudged by a court of the United States of competent jurisdiction, in 
a suit brought for that purpose in the district or territory in which the 
home office of such corporation is located, which suit shall be brought 
by the United States at the instance of the Board [of Governors of 
the Federal Reserve System] or the Attorney General. Upon adjudi- 
cation of such noncompliance or violation, each director and officer 
who participated in, or assented to, the illegal act or acts, shall be 
liable in his personal or individual capacity for all damages which the 
said corporation shall have sustained in consequence thereof. No dis- 
solution shall take away or impair any remedy against the corporation, 
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its stockholders, or officers for any liability or penalty previously 
incurred. 
(6) [12 U.S. C., sec. 630; F. R. Act, sec. 25 (a) Every officer, 
director, ae: employee, or agent of any corporation organized 
under [this] section 45 who embezz les, abstracts, or willfully mis- 
applies any of the moneys, funds, credits, securities, evidences of 
[indebtedness] indebtedness, or assets of any character of such corpo- 
ration; or who, without authority from the directors, issues or puts 
forth any certificate of deposit, draws any order or bill of exchange, 
makes any acceptance, assigns any note, bond, debenture, draft, bill 
of exchange, mortgage, judgment, or decree: or who makes any false 
entry in any book, report, or statement of such corporation with intent, 
in either case, to injure or defraud such corporation or any other 
company, body politic or corporate, or any individual person, or to 
deceive any officer of such corporation, the Board [of Governors of 
the Federal Reserve System], or any agent or examiner appointed 
to examine the affairs of any such corporation; and every receiver of 
any such corporation and every clerk or employee of such receiver 
who shall embezzle, abstract, or willfully misapply or wrongfully 
convert to his own use any moneys, funds, credits, or assets of any 
character which may come into his possession or under his control in 
the execution of his trust or the performance of the duties of his em- 
ployment; and every such receiver or clerk or employee of such re- 
ceiver who shall, with intent to injure or defraud any person, body 
politic or corporate, or to deceive or mislead the Board fof Governors 
of the Federal Reserve System], or any agent or examiner appointed 
to examine the affairs of such receiver, shall make any false entry in 
any book, report, or record of any matter connected with the duties 
of such receiver; and every person who with like intent aids or abets 
any officer, director, clerk, employee, or agent of any corporation 
organized under [this] section 45, or receiver or clerk or employee of 
such receiver as aforesaid in any violation of this section, shall upon 
conviction thereof be imprisoned for not less than two years nor more 
than ten years, and may also be fined not more thaa $5,000, in the 
a ae of “ court. 

) [12 U.S. C., see. 631; F. R. Act, see. 25 (a) Whoever being 
iiiialshed in any capacity with any corporation organized under 
[this] section 45 represents in any way that the U nited States is 
liable for the payment of any bond or other obligation, or the interest 
thereon, issued or incurred by any corporation ‘organized hereunder, 
or that the United States incurs any liability in respect of any act or 
omission of the corporation, shall be punished by a fine of not more 
than $10,000 and by imprisonment for not more than five years. 

§ 51. Receipt of foreign property 

(a) [12 U.S. C., see. 632; F. R. Act, sec. 25 (b) J) Whenever (1) any 
Federal Reserve bank has received any property from or for the ac- 
count of a foreign state which is recognized by the Government of 
the United States, or from or for the account of a central bank of any 
such foreign state, and holds such property in the name of such for- 
eign state or such central bank; (2) a representative of such foreign 
state who is recognized by the Secretary of State as being the ac- 
credited representative of such foreign state to the Government of 
the United States has certified to the Secretary of State the name of a 
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person as having authority to receive, control, or dispose of such prop- 
erty; and (3) the authority of such person to act with respect to such 
property is accepted and recognized by the Secretary of State, and 
so certified by the Secretary of ‘State to the Federal Reserve bank, the 
payment, transfer, delivery, or other disposal of such property by 
such Federal Reserve bank to or upon the order of such person shall 
be conclusively presumed to be lawful and shall constitute a com- 
plete discharge and release of any liability of the Federal Reserve 
bank for or with respect to such property. 

(b) Whenever (1) any insured bank has received any property 
from or for the account of a foreign state which is recognized by the 
Government of the United States, or from or for the account of a cen- 
tral bank of any such foreign state, and holds such property in the 
name of such foreign state or such central bank; (2) a representative 
of such foreign state who is recognized by the Secretary of State as 
being the ace credited re presentative of such foreign state to the Gov- 
ernment of the United States has certified to the Secretar v of State the 
name of a person as having authority to receive, control, or dispose of 
such property; and (3) the authority of such person to act with respect 
to such Beye rty is accepted and recognized by the Secretary of State, 
and so certified by the Secretary of State to such insured bank, the 
payment, transfer, delivery, or other disposal of such property by such 
bank to or upon the order of such person shall be conclusively pre- 
sumed to be lawful and shall constitute a complete discharge and re- 
lease of any liability of such bank for or with respect to such property. 
Any suit or other legal proceeding against any insured bank or any 
officer, director, or employee thereof, arising out of the receipt, posses- 
sion, or disposition of any such property shall be deemed to arise under 
the laws of the United States and the district courts of the United 
States shall have exclusive jurisdiction thereof, regardless of the 
amount involved; and any such bank or any officer, director, or em- 
ployee thereof which is a defendant in any such suit may, at any time 
before trial thereof, remove such suit from a State court into the dis- 
trict court of the United States for the proper district by following 
the procedure for the removal of causes otherwise provided by law. 

(c) Nothing in this section shall be deemed to repeal or to modify 
in any manner any of the provisions of the Gold Reserve Act of 1934 
(ch. 6, 48 Stat. 337), as amended, the Silver Purchase Act of 1934 (ch. 
674, 48 Stat. 1178), as amended, or subdivision (b) of section 5 of the 
Act of October 6, 1917 (40 Stat. 411), as amended, or any actions, regu- 
lations, rules, orders, or proclamations taken, promulgated, made, or 
issued pursuant to any of such statutes. In any case in which a license 
to act with respect to any property referred to in this section is required 
under any of said statutes, regulations, rules, orders, or proclamations, 
notification to the Secretary of State by the proper Government officer 
or agency of the issuance of an appropriate license or that appropriate 
licenses will be issued on application shall be a prerequisite to any 
action by the Secretary of State pursuant to this section, and the action 
of the Secretary of State shall relate only to such property as is in- 
cluded in such notification. Each such notification shall include the 
terms and conditions of such license or licenses and a description of 
the property to which they relate. 

(d) For the purposes of this section, (1) the term “property” in- 
cludes gold, silver, currency, credits, deposits, securities, choses in ac- 
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tion, and any other form of Porc the proceeds thereof, and any 
right, title, or interest therein; (2) the term “foreign state”’ includes 
any foreign government or any department, district , province, county, 
possession, or other similar governmental organization or subdivision 
of a foreign government, and any agency or instrumentality of any 
such foreign government or of any such ‘organization or subdivision; 
(3) the term “central bank” includes any foreign bank or banker au- 
thorized to perform any one or more of the functions of a central bank; 
(4) the term “person”’ includes any individual, or any corporation, 
partnership, association, or other similar organization; and (5) the 
term “insured bank” shall have the meaning given to it in [section 
12B of this Act] the Federal Deposit Insurance Act. 


§ 52. Venue of actions; foreign transactions [12 U. S. C., sec. 632; 
F. R. Act, sec. 25 (b)] 

Notwithstanding any other provision of law all suits of a civil 
nature at common law or in equity to which any corporation organized 
under the laws of the United States shall be a party, arising out of 
transactions involving international or foreign banking, or banking 
in a dependency or insular possession of the United States, or out of 
other international or foreign financial operations, either directly or 
through the agency, ownership, or control of branches or local insti- 
tutions in dependence ies or insular possessions of the United States 
or in foreign countries, shall be deemed to arise under the laws of the 
United States, and the district courts of the United States shall have 
original jurisdiction of all such suits; and any defendant in any such 
suit may, at any time before the trial thereof, remove such suits from 
a State court into the district court of the United States for the 
proper district by following the procedure for the removal! of causes 
otherwise provided by law. Such removal shall not cause undue delay 
in the trial of such case and a case so removed shall have a place on the 
calendar of the United States court to which it is removed relative to 
that which it held on the State court from which it was removed. 


CuapTeER 9—ReauiaTion oF Bank Hotpine ComMPANIES 


§ 53. Definitions [12 U.S. C., sec. 1841; Bank Holding Company Act 
of 1956, sec. 2] 

For the purpose of this chapter— 

(a) “Bank holding company” means any company (1) which di- 
rectly or indirectly owns, controls, or holds with power to vote, 25 per 
centum or more of the voting shares of each of two or more banks or of 
a company which is or becomes a bank holding company by virtue of 
this [Act] chapter, or (2) which controls in any manner the election of 
a majority of the directors of each of two or more banks, or (3) for the 
benefit of whose shareholders or members 25 per centum or more of the 
voting shares of each of two or more banks or a bank holding company 
is held by trustees; and [for the purposes of this Act,] any successor 
to any such company shall be deemed to be a bank holding compan 
from the date as of which such predecessor company became a wend 
holding company. Notwithstanding the foregoing (A) no bank shall 
be a bank holding company by virtue of its ownership or control of 
shares in a fiduciary capacity, except where such shares are held for 
the benefit of the shareholders of such bank, (B) no company shall be 
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a bank holding company which is registered under the Investment 
Company Act ‘of 1940, and was so registered prior to May 15, 1955 
(or which is affiliated with any such company in such manner as to 
constitute an affiliated company within the nie aning of such Act), 
unless such company (or such affiliated company), as the case may be, 
directly owns 25 per centum or more of the voting shares of each of 
two or more banks, (C) no company shall be a bank holding company 
by virtue of its ownership or control of shares acquired by it in connec- 
tion with its underwriting of securities and which are held only for 
such period of time as will permit the sale thereof upon a reasonable 
basis, (D) no company formed for the sole purpose of participating 
in a proxy solicitation shall be a bank holding company by virtue 
of its control of voting rights of shares acquired in the course of such 
solicitation, and (KE) no company shall be a bank holding company if 
at least 80 per centum of its total assets are composed of holdings in 
the field of agric ‘ulture. 

(b) “Company” means any corporation, business trust, association, 
or similar organization, but shall not include (1) any corporation the 
majority of the shares of which are owned by the United States or by 
any State, or (2) any corporation or community chest, fund, or foun- 
dation, organized and operated exclusively for religious, charitable, or 
educational purposes, no part of the net earnings of which inures to 
the benefit of any private shareholder or individual, and no sub- 
stantial part of the activities of which is carrying on propaganda, or 
otherwise attempting to influence legislation, or (3) any partnership. 

(c) “Bank”? means any national banking association or any State 
bank, savings bank, or trust company, but shall not include anv 
organization operating under section [25 (a) of the Federal Reserve] 
45 of this Act, or any organization which does not do business within 
the United States. ‘State member bank’? means any State bank 
which is a member of the Federal Reserve System. ‘District bank’ 
means any State bank organized or operating under the Code of Law 
for the District of Columbia. 

(d) “Subsidiary”’, with respect to a specified bank holding company, 
means (1) any company 25 per centum or more of whose voting shares 
(excluding shares owned by the United States or by any company 
wholly owned by the United States) is owned or controlled by such 
bank holding company; or (2) any company the election of a majority 
of whose directors is controlled in any manner by such bank holding 
company; or (3) any company 25 per centum or more of whose voting 
shares are held bv trustees for the benefit of the shareholders or mem- 
bers of such bank holding company. 

(e) [The term “successor’’] “‘Successor’’ shall include any company 
which acquires directly or indirectly from a bank holding company 
shares of any bank, when and if the relationship between such com- 
pany and the bank holding company is such that the transaction effects 
no substantial change in the control of the bank or beneficial owner- 
ship of such shares of such bank. The Board may, by regulation, 
further define the term “successor” to the extent necessary to prevent 
evasion of the purposes of this [Act] chapter. 

(f) “Board’’ means the Board of Governors of the Federal Reserve 
System. 

(g) ‘Agriculture’, as used in section [2 (a)] 53 (a), includes farming 
in all its branches including fruitgrowing, dairying, the raising of live- 
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stock, bees, fur-bearing animals, or poultry, forestry or lumbering 
operations, and the production of naval stores, and operations directly 
ee thereto. 


§ 54. Acquisition of bank shares or assets [12 U. S. C., sec. 1842; 
Bank Holding Company Act of 1956, sec. 3] 


(a) It shall be unlawful except with the prior approval of the 
Board (1) for any action to be taken which results in a company 
becoming a bank holding company under section [2 (a)] 53 (a) of this 
[Act] chapter: (2) for any bank holdmg company to acquire direct 
or indirect ownership or control of any voting shares of any bank if, 
after such acquisition, such company will directly or indirectly own 
or control more than 5 per centum of the voting shares of such bank; 
(3) for any bank holding company or subsidiary thereof, other than a 
bank, to acquire all or substantially all of the assets of a bank; or 
(4) for any bank holdmg company to merge or consolidate with any 
other bank holding company. Notwithstanding the [foregoing] 


foregoing, this prohibition shall not apply to (A) shares acquired by 


a bank, (i) in good faith in a fiduciary capacity, except where such 
shares are held for the benefit of the shareholders of such bank, or 
(ii) in the regular course of securing or collecting a debt previously 
contracted in good faith, but any shares acquired after [the date of 
enactment of this Act] May 9, 1956, in securing or collecting any such 
previously contracted debt shall be disposed of within a period of 
two years from the date on which they were acquired; or (B) addi- 
tional shares acquired by a bank holding company in a bank in which 
such bank holding company owned or controlled a majority of the 
voting shares S prior to such acquisition. 

(b) U pon receiving from a company any application for approval 
under this section, the Board shall give notice to the Comptroller 
of the Currency, if the applicant company or any bank the voting 
shares or assets of which are sought to be acquired is a national 
banking association or a District bank, or to the appropriate super- 
visory authority of the interested State, if the applicant company or 
any bank the voting shares or assets of which are sought to be ac- 
quired is a State bank, and shall allow thirty days within which the 
views and recommendations of the Comptroller of the Currency or 
the State supervisory authority, as the case may be, may be sub- 
mitted. If the Comptroller of the Currency or the State supervisory 
authority so notified by the Board disapproves the application in 
writing within said thirty days, the Board shall forthwith give 
written notice of that fact to the applicant. Within three days after 
giving such notice to the applicant, the Board shall notify in writing 
the applic ant and the disapproving authority of the date for com- 
mencement of a hearing by it on such application. Any such hearing 
shall be commenced not less than [ten] /0 nor more than [thirty] 30 
days after the Board has given written notice to the applicant of the 
action of the disapproving authority. The length of any such hearing 
shall be determined by the Board, but it shall afford all interested 
parties a reasonable opportunity to testify at such hearing. At the 
conclusion thereof, the Board shall by order grant or deny “the appli- 
cation on the basis of the record made at such hearing. 

(c) In determining whether or not to approve any acquisition or 
merger or consolidation under this section, the Board shall take into 
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consideration the following factors: (1) the financial history and 
condition of the company or companies and the banks concerned; 

(2) their prospects; (3) the character of their management; (4) the 
convenience, needs, and welfare of the communities and the area con- 
cerned ; and (5) whether or not the effect of such acquisition or merger 

or consolidation would be to expand the size or extent of the bank 
holding company system involved beyond limits consistent with ade- 
quate and sound banking, the public interest, and the preservation of 
competition in the field of banking. 

(d) Notwithstanding any other provision of this section, no appli- 
cation shall be approved under this section which will permit any 
bank holding company or any subsidiary thereof to acquire, directly 
or indirectly, any voting shares of, interest in, or all or substantially 
all of the assets of any additional bank located outside of the State 
in whieh such bank holding company maintains its principal office 
and place of business or in which it conducts its principal operations 
unless the acquisition of such shares or assets of a State bank by an 
out-of-State bank holding company is specifically authorized by the 
statute laws of the State in which such bank is located, by language 
to that effect and not merely by implication. 


§ 55. Interest in nonbanking organizations [12 U. S. C., sec. 1843; 
Bank Holding Company Act of 1956, sec. 4] 
(a) Except as otherwise provided in this [Act] chapter, no bank 
holding company shall— 

(1) after [after the date of enactment of this Act] May 9, 1956, 
acquire direct or indirect ownership or control of any voting 
shares of any company which is not a bank, or 

(2) after [two years from the date of enactment of this Act] 
May 9, 1958, or from the date as of which it becomes a bank 
holding company, whichever is later, retain direct or indirect 
ownership or control of any voting shares of any company which 
is not a bank or a bank holding company or engage in any business 
other than that of banking or of managing or controlling banks 
or of furnishing services to or performing services for any bank 
of which it owns or controls 25 per centum or more of the voting 
shares. 

The Board is authorized, upon application by a bank holding company, 
to extend the period referred to in paragraph (2) above from time 
to time as to such bank holding company for not more than one year 
at a time if, in its judgment, such an extension would not be detri- 
mental to the public interest, but no such extensions shall extend 
beyond a date five years after [date of enactment of this Act] May 9, 
1956, or five years after the date as of which a company becomes a 
bank holding company, whichever is later. 

b) After [two vears from the date of enactment of this Act] May 9, 
1958, no certificate evidencing shares of any bank holding company 
shall bear any statement purporting to represent shares of any other 
company except a bank or a bank holding company, nor shall the 
ownership, sale, or transfer of shares of any bank holding company be 
conditioned in any manner whatsoever upon the ownership, sale, or 
transfer of shares of any other company except a bank or a bank hold- 
ing company. 
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(c) The prohibitions in this section shall not apply— 

(1) to shares owned or acquired by a bank holding company in 
any company engaged solely in holding or operating properties 
used wholly or substantially ‘by any bank with respect to which it 
is a bank holding company in its operations or acquired for such 
future use or engaged solely in conducting a safe deposit [busi- 
ness, ] business or solely in the business of furnishing services to or 
performing services for such holding company and banks with 
respeot to which it is a bank holding company, or in liquidating 
assets acquired from such bank holding company and such banks; 

(2) to shares acquired by a bank holding company which is a 
bank, or by any banking subsidiary of a bank holding company, 
in satisfaction of a debt previously contracted in good faith, but 
such bank holding company or such subsidiaries shall dispose of 
such shares within a period of two years from the date on which 
they were acquired or from [the date of enactment of this Act] 
May 9, 1956, whichever is later; 

(3) to shares acquired by a bank holding company from any 
of its subsidiaries which subsidiary has been requested to dispose 
of such shares by any Federal or State authority having statutory 
power to examine such subsidiary, but such bank holding company 
shall dispose of such shares within a period of two years from the 
date on which they were acquired or from [the date of enactment 
of this Act] May 9, 1956, whichever is later; 

(4) to shares which are held or acquired by a bank holding 
company which is a bank or by any banking subsidiary of a bank 
holding company, in good faith in a fiduciary capacity, except 
where such shares are held for the benefit of the shareholders of 
such bank holding company or any of its subsidiaries, or to shares 
which are of the kinds and amounts eligible for investment by 
national banking associations under the provisions of section 
[5136 of the Revised Statutes, ] 32 of the National Bank Act or to 
shares lawfully acquired and owned prior to [the date of enact- 
ment of this Act] May 9, 1956, by a bank which is a bank holding 
company, or by any of its wholly owned subsidiaries; 

(5) to shares of any company which are held or acquired by 
a bank holding company which do not include more than 5 per 
centum of the outstanding voting securities of such company, and 
do not have a value greater than 5 per centum of the value of the 
total assets of the bank holding company, or to the ownership 
by a bank holding company of shares, securities, or obligations of 
an investment company which is not a bank holding company 
and which is not engaged in any business other than investing 
in securities, which securities do not include more than 5 per 
centum of the outstanding voting securities of any company and 
do not include any single asset having a value greater than 5 per 
centum of the value of the total assets of the bank holding 
company ; 

(6) to shares of any company all the activities of which are of 
a financial, fiduciary, or insurance nature and which the Board 
after due notice and hearing, and on the basis of the record made 
at such hearing, by order has determined to be so closely related 
to the business of banking or of managing or controlling banks 
as to be a proper incident thereto and as to make it unnecessary 
90870—57——_10 
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for the prohibitions of this section to apply in order to carry out 
the purposes of this [Act] chapter; 

(7) to any bank holding company which is a labor, agricultural, 
or horticultural organization and which is exempt from taxation 
under section 501 of the Internal Revenue Code of 1954; or 

(8) to shares held or acquired by a bank holding company in 
any company which is organized under the laws of a foreign 
country and which is engaged principally in the banking business 
outside the United States. 


§ 56. Administration [12 U.S. C., sec. 1844; Bank Holding Company 
Act of 1956, sec. 5] 

(a) Within one hundred and eighty days after [the date of enact- 
ment of this Act] May 9, 1956, or within one hundred and eighty 
days after becoming a bank holding company, whichever is later, each 
bank holding company shall register with the Board on forms pre- 
scribed by the Board, which shall include such information with 
respect to the financial condition and operations, management, and 
intercompany relationships of the bank holding company and its 
subsidiaries, and related matters, as the Board may deem necessary 
or appropriate to carry out the purposes of this [Act] chapter. The 
Board may, in its discretion, extend the time within which a bank 
holding company shall register and file the requisite information. 

(b) The Board is authorized to issue such regulations and orders as 
may be necessary to enable it to administer and carry out the purposes 
of this [Act] Chapter and prevent evasions thereof. 

(c) The Board from time to time may require reports under oath 
to keep it informed as to whether the provisions of this [Act] chapter 
and such regulations and orders issued thereunder have been complied 
with; and the Board may make examinations of each bank holding 
company and each subsidiary thereof, the cost of which shall be 
assessed against, and paid by, such holding company. The Board 
shall, as far as possible, use the reports of examinations made by the 
Comptroller of the Currency, the Federal Deposit Insurance Corpora- 
tion, or the appropriate State bank supervisory authority for the 
purposes of this section. 

(d) Before the expiration of two years following [the date of enact- 
ment of this Act] May 9, 1956, and each year thereafter in the Board’s 
annual report to the Congress, the Board shall report to the Congress 
the results of the administration of this [Act] chapter, stating what, 
if any, substantial difficulties have been encountered in carrying out 
the purposes of this [Act] chapter, and any recommendations as to 
changes in the law which in the opinion of the Board would be 
desirable. 


§ 57. Borrowing by bank holding company or its subsidiaries [12 U.S.C., 
sec. 1845; Bank Holding Company Act of 1956, sec. 6] 

(a) From and after [the date of enactment of this Act] May 9, 
1956, it shall be unlawful for a bank— 

(1) to invest any of its funds in the capital stock, bonds, deben- 
tures, or other obligations of a bank holding company of which 
it is a subsidiary, or of any other subsidiary of such bank holding 
company ; 
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(2) to accept the capital stock, bonds, debentures, or other obli- 
gations of a bank holding company of which it is a subsidiary or 
any other subsidiary of such bank holding company, as collateral 
security for advances made to any person or company: Provided, 
however, That any bank may accept such capital stock, bonds, 
debentures, or other obligations as security for debts previously 
contracted, but such collateral shall not be held for a period of 
over two years; 

(3) to purchase securities, other assets or obligations under 
repurchase agreement from a bank holding company of which 
it is a subsidiary or any other subsidiary of such bank holding 
company; and 

(4) to make any loan, discount or extension of credit to a bank 
holding company of which it is a subsidiary or to any other 
subsidiary of such bank holding company. 

Non-interest-bearing deposits to the credit of a bank shall not be 
deemed to be a loan or advance to the bank of deposit, nor shall the 
giving of immediate credit to a bank upon uncollected items received 
in the ordinary course of business be deemed to be a loan or advance 
to the depositing bank. 

(b) The provisions of this section shall not apply (1) to the capital 
stock, bonds, debentures, or other obligations of any company de- 
scribed in section [4] 55 (c) (1) of this [Act] chapter, or (2) to any 
company whose subsidiary status has arisen out of a bona fide debt to 
the bank contracted prior to the date of the creation of such status, or 
(3) to any company whose subsidiary status exists by reason of the 
ownership or control of voting shares thereof by the bank as executor, 
administrator, trustee, receiver, agent, or depositary, or in any other 
fiduciary capacity, except where such shares are held for the benefit of 
all or a majority of the stockholders of such bank. 


§ 58. Reservation of rights to States [12 U.S. C 
Holding Company Act of 1956, sec. 7] 

The enactment by the Congress of [the Bank Holding Company 
Act of 1956] this chapter shall not be construed as preventing any 
State from exercising such powers and jurisdiction which it now has 
or may hereefter have with respect to banks, bank holding companies, 
and subsidiaries thereof. 


§ 59. Penalties [12 U.S. C., sec. 1847; Bank Holding Company Act 
of 1956, sec. 8] 

Any company which willfully violates any provision of this [Act] 
chapter, or any regulation or order issued by the Board pursuant 
thereto, shall upon conviction be fined not more than $1,000 for each 
day during which the violation continues. Any individual who will- 
fully partic ipates in a violation of any provision of this [Act] chapter 
shall upon conviction be fined not more than $10,000 or imprisoned 
not more than one year, or both. Every officer, direc tor, agent, and 
employee of a bank holding company shall be subject to the same 
penalties for false entries in any book, report, or statement of such 
bank holding company as are applicable to officers, directors, agents, 
and employees of member banks for false entries in any books, reports, 
or statements of member banks under section 1005 of title 18, United 
States Code. 


., sec. 1846; Bank 
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§ 60. Judicial review [12 U.S. C., sec. 1848; Bank Holding Company 
Act of 1956, sec. 9] 

Any party aggrieved by an order of the Board under this [Act] 
chapter may obtain a review of such order in the United States Court 
of Appeals within any circuit wherein such party has its principal place 
of business, or in the Court of Appeals in the District of Columbia, 
by filmg in the court, within sixty days after the entry of the Board’s 
order, a petition praying that the order of the Board be set aside. <A 
copy of such petition shall be forthwith served upon the [Board,] 
Board; and thereupon the Board shall certify and file in the court a 
transcript of the record made before the Board. Upon the filing of 
the transcript the court shall have jurisdiction to affirm, set aside, or 
modify the order of the Board and to require the Board to take such 
action with regard to the matter under review as the court deems 
proper. The findings of the Board as to the facts, if supported by 
substantial evidence, shall be conclusive. 


§ 61. Saving provision [Not in U. 8. Code; Bank Holding Company 
Act of 1956, sec. 11] 

Nothing [herein] contained in this chapter shall be interpreted or 
construed as approving any act, action, or conduct which is or has 
been or may be in violation of existing law, nor shall anything [herein] 
contained in this chapter constitute a defense to any action, suit, or 
proceeding pending or hereafter instituted on account of any pro- 
hibited antitrust or monopolistic act, action, or conduct. 

[Not in U.S. Code; Bank Holding Company Act of 1956, sec. 12] 
[li any provision of this Act, or the application of such provision to 
any person or circumstance, shall be held invalid, the remainder of the 
Act, and the application of such provision to persons or circumstances 
other than those to which it is held invalid, shall not be affected 
thereby.] 

Cuaprer 10—MIscELLANEOUS 


§ 62. Settlement fund [12 U.S. C., sec. 467; F. R. Act, sec. 16] 


(a) The Secretary of the Treasury is hereby authorized and directed 
to receive deposits of gold or of gold certificates with the Treasurer 
[or any Assistant Treasurer] of the United States when tendered by 
any Federal Reserve bank or Federal Reserve agent for credit to its or 
his account with the Board [of Governors of the Federal Reserve 
System] or when tendered by the Treasurer of the United States for 
credit to the account of a Federal Reserve bank with the Board. The 
Secretary shall prescribe by regulation the form of receipt to be issued 
by the Treasurer [or Assistant Treasurer to the Federal Reserve 
Bank or Federal Reserve agent making the deposit, J for such de- 
posits, and a duplicate of such receipt shall be delivered to the Board 
[of Governors of the Federal Reserve System by the Treasurer at 
Washington upon proper advices from any Assistant Treasurer that 
such deposit has been made]. Deposits so made shall be held sub- 
ject to the orders of the Board [of Governors of the Federal Reserve 
System] and shall be payable in gold [certificates] certificates, on the 
order of the Board [of Governors of the Federal Reserve System], 
to any Federal Reserve bank or Federal Reserve agent [at the Treas- 
ury or at the Subtreasury of the United States nearest the place of 
business of such Federal Reserve bank or such Federal Reserve agent. ] 
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or to the Treasurer of the United States. The [order] orders used by 
the Board [of Governors of the Federal Reserve System] in making 
such payments shall be signed by [the chairman or vice chairman, or 
such other officers or members as the Board may by regulation pre- 
scribe.] such persons as the Board may designate. The form of such 
order shall be approved by the Secretary of the Treasury. 

(6) The expenses necessarily incurred in carrying out these pro- 
visions, including the cost of the certificates or receipts issued for 
deposits received, and all expenses incident to the handling of such 
deposits shall be paid by the Board [of Governors of the Federal 
Reserve System] and included in its assessments against the several 
Federal Reserve banks. 

(c) Deposits made under this section standing to the credit of any 
Federal Reserve bank with the Board [of Governors of the Federal 
Reserve System] shall, at the option of said bank, be counted as part 
of the lawful reserve which it is required to maintain against out- 
standing Federal Reserve notes, or as a part of the reserve it is required 
to maintain against deposits. 

(d) Nothing in this section shall be construed as amending section 
six of the Act of March fourteenth, nineteen hundred, as amended by 
the Acts of March fourth, nineteen hundred and seven, March second, 
nineteen hundred and eleven, and June twelfth, nineteen hundred and 
sixteen, nor shall the provisions of this section be construed to apply 
to the deposits made or to the receipts or certificates issued under those 


Acts. 


§$ 63. Reservation of powers [12 U.S. C., sec. 246; F. R. Act, sec. 10] 

Nothing in this Act contained shall be construed as taking away 
any powers heretofore vested by law in the Secretary of the Treasury 
which relate to the supervision, management, and control of the 
Treasury Department and bureaus under such [department, and 
wherever any power vested by this Act in the Board of Governors of 
the Federal Reserve System or the Federal reserve agent appears to 
conflict with the powers of the Secretary of the Treasury, such powers 
shall be exercised subject to the supervision and control of the Secre- 
tary. ] department. 


8 64. Delivery of gold to Treasurer [i2 U. S. ©: sec. 248 (n); F. R. 
Act, sec. 11(n)J 

Whenever in the judgment of the Secretary of the Treasury such 
action is necessary to protect the currency system of the United States, 
the Secretary of the Treasury, in his discretion, may require any or 
all individuals, partnerships, associations, and corporations to pay 
and deliver to the Treasurer of the United States any or all gold 
coin, gold bullion, and gold certificates owned by such individuals, 
partnerships, associations, and corporations. Upon receipt of such 
gold coin, gold bullion, or gold certificates, the Secretary of the 
Treasury shall pay therefor an equivalent amount of any other form of 
coin or currency coined or issued under the laws of the United States, 
The Secretary of the Treasury shall pay all costs of the transportation 
of such gold bullion, gold certificates, coin, or currency, including the 
cost of insurance, protection, and such other incidental costs as may 
be reasonably necessary. Any individual, partnership, association, or 
corporation failing to comply with any requirement of the Secretary 
of the Treasury made under this [subsection] section shall be subject 
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to a penalty equal to twice the value of the gold or gold certificates in 
respect of which such failure occurred, and such penalty may be col- 
lected by the Secretary of the Treasury by suit or otherwise. 


§ 65. Venue of actions generally [12 U.S. C., sec. 632; F. R. Act, sec. 
25 (b)J 

Notwithstanding any other provision of law, all suits of a civil 
nature at common law or in equity to which any Federal Reserve bank 
shall be a party shall be deemed to arise under the laws of the United 
States, and the district courts of the United States shall have original 
jurisdiction of all such suits; and any Federal Reserve bank which is a 
defendant in any such suit may, at any time before the trial thereof, 
remove such suit from a State court into the district court of the 
United States for the proper district by following the procedure for 
the removal of causes otherwise provided by law. No attachment or 
execution shall be issued against any Federal Reserve bank or its 
property before final judgment in any suit, action, or proceeding in 
any State, county, municipal, or United States court. 








TITLE III—FEDERAL DEPOSIT INSURANCE ACT 


The citations at the beginning of each provision of the bill indicate 
the corresponding provision of existing law. The first citation is to 
the United States Code, and the second citation is to the statute 
involved. For example, the citation following section 2 below, ‘12 
U. S. C., sec. 1813; F. D. 1. Act, see. 3’? means that the provision 
corresponding to the new section 2 may be found in the United States 
Code, title 12, section 1813, and it is section 3 of the existing Federal 
Deposit Insurance Act. 


CuapterR 1—Suorr TitLeE AND DEFINITIONS 


§ 1. Short title 
This Act may be cited as the ‘“‘Federal Deposit Insurance Act.” 


Definitions [12 U.S. C., see. 1813; F. D. I. Act, see. 3] 

As used in this Act— 

(a) The term ‘State bank” means any bank, banking association, 
trust company, savings bank, or other banking institution which is 
engaged in the business of receiving deposits, other than trust funds as 
herein defined, and which is incorporated under the laws of any State, 
any Territory of the United States, Puerto Rico, Guam, or the Virgin 
Islands, or which is operating under the Code of Law for the District 
of Columbia (except a national bank), and includes any unincorpo- 
rated bank the deposits of which are insured on the effective date of 
this amendment, and the word “State” means any State of the United 
States, the District of Columbia, any Territory of the United States 
Puerto Rico, Guam, or the Virgin Islands. 

(b) The term ‘State member bank” means any State bank which 
is a member of the Federal Reserve System, and the term “State non- 
member bank”’ means any State bank which is not a member of the 
Federal Reserve System. 

(c) The term “District bank” means any State bank operating 
under the Code of Law for the District of Columbia. 

(d) The term ‘national member bank’ means any national bank 
located in any of the States of the United States, the District of 
Columbia, any Territory of the United States, Puerto Rico, Guam, or 
the Virgin Islands which is a member of the Federal Reserve System 

(e) The term “national nonmember bank” means any national 
bank located in any territory of the United States, Puerto Rico, 
Guam, or the Virgin Islands which is not a member of the Federal 
Reserve System. 

[(f{) The term ‘mutual savings bank’”’ means a bank without capital 
stock transacting a savings bank business, the net earnings of which 
inure wholly to the benefit of its depositors after payment of obliga- 
tions for any advances by its organizers. 

[(g) The term “savings bank’ means a bank (other than a mutual 
savings bank) which transacts its ordinary banking business strictly 
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as a savings bank under State laws imposing special requirements on 
such banks governing the manner of investing their funds and of 
conducting their business: Provided, That the tak maintains, until 
maturity date or until withdrawn, all deposits made with it (other 
than funds held by it in a fiduciary capacity) as time savings deposits 
of the specific term type or of the type where the right is reserved 
to the bank to require written notice before permitting withdrawal: 

Provided further, That such bank to be considered a savings bank must 
elect to become subject to regulations of the Corporation with respect 
to the redeposit of maturing deposits and prohibiting withdrawal of 
deposits by checking except in cases where such withdrawal was 
permitted by law on August 23, 1935, from specifically designated 
deposit accounts totaling not more than 15 per centum of the bank’s 
total deposits. ] 

[(h)] (f) The term “insured bank” means any bank the deposits of 
which are insured in accordance with the provisions of this Act; and 
the term ‘‘noninsured bank’’ means any bank the deposits of whic h are 
not so insured. 

C@] @) The term “new bank” means a new national banking associ- 
ation organized by the Corporation to assume the insured deposits of an 
insured bank closed on account of inability to meet the demands of its 
depositors and otherwise to perform temporarily the functions pre- 
scribed in this Act. 

[(j)] (2) The term “‘receiver’’ includes a receiver, Sas NE agent, 
conservator, commission, person, or other agency c charged by law with 
the duty of winding up the affairs of a bank. 

[(k)] (2) The term [Board of Directors’’] “Board” means the 
Board of Directors of the Federal Deposit Insurance Corporation, 

[(1)] () The term ‘deposit’? means the unpaid balance of money or 
its equivalent received by a bank in the usual course of business and for 
which it has given or is obligated to give credit to a commercial, check- 
ing, savings, time, or thrift account, or which is evidenced by its certifi- 
cate of deposit, and trust funds held by such bank whether retained or 
deposited in any department of such bank or deposited in another in- 
sured bank, together with such other obligations of a bank as the 
Board [of Directors] shall find and shall prescribe by its regulations 
to be deposit liabilities by general usage: Provided, That any obligation 
of a bank which is payable only at an office of the bank located outside 
the States of the United States, the District of Columbia, any Terri- 
tory of the United States, Puerto Rico, Guam, and the Virgin Islands, 
shall not be a deposit for any of the purposes of this Act or be included 
as a part of total deposits or of an insured [deposit: Provided further, 
That any insured bank having its principal place of business in any of 
the States of the United States or in the District of Columbia which 
maintains a branch in any Territory of the United States, or the Virgin 
Islands may elect to exclude from insurance under this Act its deposit 
obligations which are payable only at such branch, and upon so elect- 
ing the insured bank with respect to such branch shall comply with 
the provisions of this Act applicable to the termination of insurance 
by nonmember banks: Provided further, That the bank may elect to 
restore the insurance to such deposits at any time its capital stock is 
unimpaired. ] deposit. 

[(m)] (k) The term ‘insured deposit’? means the net amount due 
to any depositor for deposits in an insured bank (after deducting 
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offsets) less any part thereof which is in excess of $10,000. Such net 
amount shall be determined according to such regulations as the 
Board [of Directors] may [prescribe,] prescribe and shall include 
interest accrued to the date of the closing of the bank. [in] In deter- 
mining the amount due to any depositor there shall be added together 
all deposits in the bank maintained in the same capacity and the 
same right for his benefit either in his own name or in the names of 
others except trust funds which shall be insured as provided in 
[subsection (i) of section 7] section 28. Each officer, employee, or 
agent of the United States, of any State of the United States, of the 
District of Columbia, of any Ter ritory of the United States, of Puerto 
Rico, of Guam, of the Virgin Islands, of any county, of any munici- 
pality, or of any political subdivision thereof, herein called ‘public 
unit”, having official custody of public funds and lawfully depositing 
the same in an insured bank [shall,] shall for the purpose of deter- 
mining the amount of the insured deposits, be deemed a depositor in 
such custodial capacity separate and distinct from any other officer, 
employee, or agent of the same or any public unit having official 
custody of public funds and lawfully depositing the same in the same 
insured bank in custodial capacity. 

[(n)] (1) The term “transferred deposit”? means a deposit in a new 
bank or other insured bank made available to a depositor by the Cor- 
poration as payment of the insured deposit of such depositor in a closed 
bank, and assumed by such new bank or other insured bank. 

[(o)] (m) The term “branch” includes any branch bank, branch 
office, branch agency, additional office, or any branch place of busi- 
ness [located in any State of the United States or in any Territory 
of the United States, Puerto Rico, Guam, or the Virgin Islands] at 
which deposits are received or checks paid or money [lent.] lent: 
Provided, however, That the acceptance of deposits in furtherance of a 
school thrif it or savings plan by an officer, employee, or agent of a bank 
at schools shall not be construed to be the operation of a branch. 

[(p)] (x) The term “trust funds” means funds held by an insured 
bank in a fiduciary capacity and includes, without being limited to, 
funds held as trustee, executor, administrator, guardian, or agent. 


CHapTER 2—CREATION OF CORPORATION AND PowERS 


§ 3. Creation of corporation [12 U.S. C., . 1811; F; D. I. Act, 
sec. 1] 

There is hereby created a Federal Deposit Insurance Corporation 
(hereinafter referred to as the ‘“‘Corporation’’) which shall insure, as 
hereinafter provided, the deposits of all banks which are entitled to 
the benefits of insurance under this Act, and which shall have the 
powers hereinafter granted. 

§ 4. Insurance fund [12 U. S. C 
11 (a)J 


[Sec. 11. (a) The Temporary Federal Deposit Insurance Fund and 
the Fund For Mutuals heretofore created pursuant to the provisions 
of section 12B of the Federal Reserve Act, as amended, are hereby 
consolidated into a Permanent Insurance Fund for insuring deposits, 
and the assets therein shall be held by the Corporation for the uses 
and purposes of the Corporation: Provided, That the obligations to 


., sec. 1821 (a); F. D. 1. Act, see 
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and rights of the Corporation, depositors, banks, and other persons 
arising out of any event or transaction prior to the effective date of 
this amendment shall remain unimpaired. On and after August 23, 
1935, the Corporation shall insure the deposits of all insured banks 
as provided in this Act: Provided further, That the insurance shall 
apply only to deposits of insured banks which have been made avail- 
able since March 10, 1933, for withdrawal in the usual course of the 
banking business: Provided further, That if any insured bank shall, 
without the consent of the Corporation, release or modify restrictions 
on or deferments of deposits which had not been made available for 
withdrawal in the usual course of the banking business on or before 
August 23, 1935, such deposits shall not be insured.] The surplus of 
the Corporation shall be held in a Deposit Insurance Fund for insuring 
deposits and for other uses and purposes of the Corporation consistent 
with the provisions of this Act. The maximum amount of the insured 
deposit of any depositor shall be [$10,000: And provided further, That 
in the case of banks closing prior to the effective date of this amend- 
ment, the maximum amount of the insured deposit of any depositor 
shall be $5,000.] $10,000. 


§ 5. Corporate powers [12 U.S. C., see. 1819; F. D. I. Act, sec. 9J 

[Upon the date of enactment of the Banking Act of 1933, the] 
The Corporation shall [become] be a body corporate and as such 
shall have power— 

[First.] (2) To adopt and use a corporate seal. 

[Second.] (6) To have succession until dissolved by an Act of 
Congress. 

[Third.] (c) To make contracts. 

[Fourth.] (d) To sue and be sued, complain and defend, in any 
court of law or equity, State or Federal. All suits of a civil nature 
at common law or in equity to which the Corporation shall be a 
party shall be deemed to arise under the laws of the United States: 
Provided, That any such suit to which the Corporation is a party in 
its capacity as receiver of a State bank and which involves only the 
rights or obligations of depositors, creditors, stockholders, and such 
State bank under State law shall not be deemed to arise under the 
laws of the United States. No attachment or execution shall be 
issued against the Corporation or its property before final judgment 
in any suit, action, or proceeding in any State, county, municipal, 
or United States court. The Board [of Directors] shall designate 
an agent upon whom service of process may be made in any State, 
Territory, or jurisdiction in which any insured bank is located. 

[Fifth.] (e) To appoint by its Board [of Directors such officers 
and employees as are not otherwise provided for in this Act,] officers, 
employees, attorneys, and agents, to dismiss at pleasure any officer, 
employee, attorney or agent, to define their duties, fix their compensa- 
tion, require bonds of them and fix the penalty [[thereof, and to 
dismiss at pleasure such officers or employees] thereof. Nothing in 
this or any other Act shall be construed to prevent the appointment 
and compensation as an officer or employee of the Corporation of 
any officer or employee of the United States in any board, commission, 
independent establishment, or executive department thereof. 

[Sixth.] (f) To pre scribe, by its Board [of Directors], bylaws not 
inconsistent with law, regulating the manner in which its general 
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business may be conducted, and the privileges granted to it by law 
may be exercised and enjoyed. 

[Seventh.] (g) To exercise by its Board [of Directors], or duly 
authorized officers or agents, all powers specifically granted by the 
provisions of this Act, and such incidental powers as shall be necessary 
to carry out the powers so granted. 

[Eighth.] (h) To make examinations of and to require information 
and reports from banks, as provided in this Act. 

[Ninth.] (7) To act as receiver. 

{Tenth.] (7) To prescribe by its Board [of Directors] such rules 


and regulations as it may deem necessar y to carry out the provisions 
of this Act. 


CuapTterR 3—Powers AND Duties or Boarp 


§ 6. Management of the corporation [12 U.S. C., see. 1812; F. D. L. 
Act, sec. 2] 
The management of the Corporation shall be vested in a Board of 
Directors consisting of three members, one of whom shall be the 
Comptroller of the Currency, and two of whom shall be citizens of the 
United States to be appointed by the President, by and with the advice 
and consent of the Senate. One of the appointive members shall be 
the Chairman of the Board of Directors of the Corporation and not 
more than two of the members of [such] the Board [of Directors] 
shall be members of the same political party. Each such appointive 
member shall hold office for a term of six [years.] years, except that 
(1) the terms of office of members appointed to fill the vacancies caused 
by the expiration of the terms of the members holding office on the effective 
date of the Financial Institutions Act of 1957 (including the expiration 
of the term of an individual appointed to fill any vacancy on the Board 
existing on such effective date or a vacancy occurring thereafter but prior 
to the expiration of the terms of such members) shall expire, as designated 
by the President, one at the end of four years and one at the end of six 
years, after the expiration of such terms, and (2) any member appointed 
to fill a vacancy oecurring prior to the ae of the term of his pred- 
ecessor shall be appointed for the remainder of such term. In the event 
of a vacancy in the office of the Comptroller of the Currency, and 
pending the appointment of his successor, or during the absence of 
the Comptroller from Washington, the Acting Comptroller of the 
Currency shall be a member of the Board [of Directors] in the place 
and stead of the Comptroller. In the event of a vacancy in the office 
of the Chairman of the Board [of Directors], and pending the ap- 
pointment of his successor, the Comptroller of the Currency shall act 
as Chairman. The members of the Board [of Directors] shall be 
ineligible during the time they are in office and for two years there- 
after to hold any office, position, or employment in any insured bank, 
except that this restriction shall not apply to any member who has 
served the full term for which he was appointed. No member of the 
Board [of Directors] shall be an officer or director of any msured 
bank or Federal Reserve bank or hold stock in any insured bank; 
and before entering upon his duties as a member of the Board [of 
Directors] he shall certify under oath that he has complied with this 
requirement and such certification shall be filed with the secretary of 
the Board [of Directors]. 
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§ 7. Administration [12 U.S. C., sec. 1820 (a), (f), (g); F. D. I. Act, 
sec. 10 (a), (f), (g)J 

(a) The Board [of Directors] shall admiinister the affairs of the 
Corporation fairly and impartially and without discrimination. 
The Board [of Directors of the Corporation] shall determine and 
prescribe the manner in which its obligations shall be incurred and 
its expenses allowed and paid. The Corporation shall be entitled to 
the [free] use of the United States mails in the same manner as the 
executive departments of the Government. The Corporation with 
the consent of any Federal Reserve bank or of any board, commission, 
independent establishment, or executive department of the Govern- 
ment, including any field service thereof, may avail itself of the use 
of information, services, and facilities thereof in carrying out the pro- 
visions of this Act. 

[(f)] (6) The Corporation shall have access to reports of examina- 
tion made by, and reports of condition made to, the Comptroller of 
the Currency or any Federal Reserve bank, may accept any report 
made by or to any commission, board, or authority having supervision 
of a State nonmember bank ( (except a District bank), and. may furnish 
to the Comptroller of the Currency, to any Federal Reserve bank, and 
to any such commission, board, or authority, reports of examinations 
made on behalf of, and reports of conditions made to, the Corporation. 

[(g)] (c) The Corporation may cause any and all records, papers, 
or documents kept by it or in its possession or custody to be photo- 
graphed or microphotographed or otherwise reproduced upon film, 
which photographic film shall comply with the minimum standards 
of quality approved for permanent photographic records by the 
National Bureau of Standards. [Such photographs,] Photographs, 
microphotographs, or photographic film or other copies [thereof] of 
such records, papers, or other documents, certified by the Secretary of 
the Corporation, over the Corporation’s seal, to be true and correct copies 
of the originals, shall be deemed to be an original record for all pur- 
poses, [including introduction in evidence] and shall be treated as an 
original record in all State and Federal courts [or] and administra- 
tive agencies [and shall be admissible to prove any act, transaction, 
occurrence, or event therein recorded.] for the purpose of its admissi- 
bility as evidence. Such photographs, microphotographs, or repro- 
ductions shall be preserved in such manner as the Board [of Directors 
of the Corporation] shall prescribe and the original records, papers, 
or documents may be destroyed or otherwise disposed of as [the 
Board] tt shall direct. 


§ 8. Examinations of banks [12 U. S. ¢ 
sec. 10 (b)] 


[(b)] (a) The Board [of Directors] shall appoint examiners who 
shall have power, on behalf of the Corporation, to examine any in- 
sured State nonmember bank (except a District bank), any State 
nonmember bank making application to become an insured bank, 
and any closed insured bank, whenever in the judgment of the Board 
[of Directors] an examination of the bank is necessary. In addition 
to the examinations provided for in the preceding sentence, such ex- 
aminers shall have like power to make special examination of any 
State member bank and any national bank or District bank, when- 
ever in the judgment of the Board [of Directors] such special exami- 


’., sec. 1820 (b); F. D. I. Act, 
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nation is necessary to determine the condition of any such bank for 
insurance purposes. Each such examiner shall have power to make 
a thorough examination of all the affairs of the bank and in doing so 
he shall have power to administer oaths and to examine and take and 
preserve the testimony of any of the officers and agents thereof, and 
shall make a full and detailed report of the condition of the bank to 
the Corporation. The Board [of Directors] in like manner shall 
appoint claim agents who shall have power to investigate and examine 
all claims for insured deposits and transferred deposits. Each claim 
agent shall have power to administer oaths and to examine under 
oath and take and preserve the testimony of any persons relating to 
such claims. 

(b) In any case in which the Board deems it necessary, either because 
of inadequacy of examination or for any other reason arising in the 
course of supervision of any insured State nonmember bank, the Board 
may require at such times as it deems necessary that such bank have an 
audit by an independent individual or firm approved by the Board. The 
expense of any such audit shall be borne by the bank so audited. 

§ 9. Reports of banks [12 U.S. C. 1820 (e); F. D. I. Act, see. 10 (e)J 

[(e)] Each insured State nonmember bank (except a District bank) 
shall make to the Corporation reports of condition in such form and 
at such times as the Board [of Directors] may require. The Board 
{of Directors] may require such reports to be published i in such man- 
ner, not inconsistent with any applicable law, as it may direct. Every 
such bank which fails to make or publish any such report within such 
time, not less than five days, as the Board [of Directors] may require, 


shall be subject to a penalty of not more than $100 for each day of 
such failure recoverable by the Corporation for its use. 


§ 10. Confidentiality of records 


All files, documents, reports, books, accounts, and records (herein- 
after collectively referred to as “‘records’’) pertaining to any bank, in 
the possession or under the control of the Corporation or any officer, 
employee, or agent thereof, including but not limited to (1) reports of 
examinations or investigations of any bank, (2) applications, statements, 
and reports to the Corporation by any bank, or (3) proceedings for the 
termination of the insured status of any bank and all facts or information 
contained in such records or acquired by the officers, employees, or agents 
of the Corporation in the performance of their official duties are confiden- 
tial and privileged, and the disclosure of such facts or information or the 
production of such records in any proceedings, without the prior consent 
of the Corporation, is prohibited: Provided, That all such records shall 
be made available to the General Accounting Office in connection with the 
audit authorized by section 38 hereof and to the committees of Congress 
upon request. 

§ 11. ene [12 U. 
10 ( (d)J 


[(c)] a) For the purpose of any hearing under this Act, the Board 
[of Dinictoren [any member thereof] or any person designated by 
[the Board of Directors] i to conduct any such hearing, is em- 
powered to administer oaths and affirmations, subpena any officer or 
employee of the insured bank, compel his attendance, take evidence, 
take depositions and require the production of any books, records, 


C., sec. 1820 (c), (d); F. D. I. Act, 
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or other papers of the insured bank which are relevant or material to 
the inquiry. For the purpose of any hearing, examination, or inves- 
tigation under this Act, the [Board of Directors] Corporation may 
apply to any judge or clerk of any court of the United States within 
the jurisdiction of which such hearing, examination, or investigation 
is carried on, or where such person resides or carries on business, to 
issue & subpena commanding each person to whom it is directed to 
attend and give testimony or for the taking of his deposition and to 
produce books, records, or other papers relevant or material to such 
hearing, examination, or investigation at a time and place and before a 
person therein specified. Suc h attendance of witnesses and the pro- 
duction of any such papers may be required from any place in any 
State or in any Territory or other place subject to the jurisdiction 
of the United States at any designated place where such a hearing is 
being held or such examination or investigation is being made: Pro- 
vided, however, That the production of a person’s documents at any 
place other than his place of business shall not be required in any case 
in [which, ] which prior to the return date specified in the subpena with 
respect thereto, such person either has furnished as directed a copy of 
such documents (certified by such person under oath to be a true and 
correct copy) or has entered into a stipulation with any authorized 
representative of the Corporation as to the information contained in 
such documents. Witnesses subpenaed under this section shall be 
paid the same fees and mileage that are paid witnesses in the district 
courts of the United States. 

[(d)] (6) In cases of refusal to obey a subpena issued to, or con- 
tumacy by, any person, the Board [of Directors] may invoke the aid 
of any court of the United States within the jurisdiction of which such 
hearing, [examination] examination, or investigation is carried on, or 
where such person resides or carries on business, in requiring the 
attendance and testimony of witnesses and the production of books, 
records, or other papers. And such court may issue an order requiring 
such person to appear before the Board [of Directors or member] or 
[person] persons designated by [the Board of Directors] it, there to 
produce records, if so ordered, or to give testimony touching the matter 
in question; and any failure to obey such order of the court may be 
punished by such court as a contempt thereof. All process in any 
such case may be served in the judicial district whereof such person is 
an inhabitant or carries on business or wherever he may be found. 
[No person shall be excused from attending and testifying or from 
producing books, records, or other papers in obedience to a subpena 
issued under the authority of this Act on the ground that the testimony 
or evidence, documentary or otherwise, required of him may tend to 
incriminate him or subject him to penalty or forfeiture; but no indi- 
vidual shall be prosecuted or subject to any penalty or forfeiture for 
or on account of any transaction, matter, or thing concerning which 
he is compelled to testify or produce evidence, documentary or other- 
wise, after having claimed his privilege against self-incrimination, 
except that such individual so testifying shall not be exempt from 
prosecution and punishment for perjury committed in so testifying. ] 
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CHaPrerR 4—ApDMISsION TO INSURANCE 


§ 12. Continuance of insured status [12 U.S. C., sec. 1814 (a); F. D. I. 
Act, sec. 4 (a)] 

{(a)] Every bank, which is an insured bank on the effective date 

of this amendment, shall be and continue to be, without application 


or approval, an insured bank and shall be subject to the provisions 
of this Act. 


§ 13. Member banks [12 U.S. C., sec. 1814 (b); F. D. 1. Act, sec. 4 (b)J 

[(b)] Every national member bank which is authorized to com- 
mence or resume the business of banking, and which is engaged in the 
business of receiving deposits other than trust funds as herein defined, 
and every such national nonmember bank which becomes a member 
of the Federal Reserve System, and every State bank which is con- 

verted into a national member bank or which bec omes a member of 
the Federal Reserve System, and which is engaged in the business 
of receiving deposits, other than trust funds as herein defined, shall 
be an insured bank from the time it is authorized to commence or 
resume business or becomes a member of the Federal Reserve System. 
The certificate herein prescribed shall be issued to the Corporation 
by the Comptroller of the Currency in the case of such national 
member bank, or by the Board of Governors of the Federal Reserve 
System in the case of such State member bank: Provided, That in 
the case of an insured bank which is admitted to membership in the 
Federal Reserve System or an insured State bank which is converted 
into a national member bank, such certificate shall not be required, 
and the bank shall continue as an insured bank. Such certificate 
shall state that the bank is authorized to transact the business of 
banking in the case of a national member bank, or is a member of 
the Federal Reserve System in the case of a State member bank, and 
that consideration has been given to the factors enumerated in section 
[6] 15. A State bank, resulting from the conversion of an insured 
national bank, shall continue as an insured bank. A State bank, 
resulting from the merger or consolidation of insured banks, or from 
the merger or consolidation of a noninsured bank or institution with 
an insured State bank, shall continue as an insured bank. 


§ 14. Nonmember banks [12 U.S. C., sec. 1815; F. D. I. Act, see. 5] 

Subject of the provisions of this Act, any national nonmember 
bank which is engaged in the business of receiving deposits, other 
than trust funds as herein defined, upon application by the bank and 
certification by the Comptroller of the Currency in the manner pre- 
scribed in [subsection (b) of section 4] section 13 and any State 
nonmember bank, upon application to and examination by the Cor- 
poration and approval by the Board [of Directors], may become an 
insured bank. Before approving the application of any such State 
nonmember bank, the Board [of Directors] shall give consideration 
to the factors enumerated in section [6] 75 and shall determine, upon 
the basis of a thorough examination of such bank, that its assets in 
excess of its capital requirements are adequate to enable it to meet 
all of its liabilities to depositors and other creditors as shown by the 
books of the bank. 
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§ 15. Factors to be considered [12 U.S. C., sec. 1816; F. D. I. Act, 
sec. 6] 

The factors to be enumerated in the certificate required under sec- 
tion [4] 13 and to be considered by the Board [of Directors] under 
section [5] 1/4 shall be the following: The financial history and 
condition of the bank, the adequacy of its capital structure, its future 
earnings prospects, the general character of its management, the 
convenience and needs of the community to be served by the bank, 
and whether or not its corporate powers are consistent with the 
purposes of this Act. 


CHAPTER 5—ASSESSMENTS 


§ 16. Assessment rate [12 U.S. C., sec. 1817 (a); F. D. I. Act, sec. 
7 (a)j 

(a) The assessment rate shall be one-twelfth of 1 per centum per 
annum. The semiannual assessment for each insured bank shall be 
in the amount of the product of one-half the annual assessment rate 
multiplied by the assessment base. The assessment base shall be the 
amount of the liability of the bank for deposits, according to the defi- 
nition of the term “deposit” in and pursuant to subsection [(1)] (j) 
of section [3] 2, without any deduction for indebtedness of deposi- 
tors: Provided, That the bank— 

(1) may deduct (i) from the deposit balance due to an insured 
bank the deposit balance due from such insured bank (other than 
trust funds deposited by it in such bank) which is subject to 
immediate withdrawal; (ii) trust funds held by the bank in a 
fiduciary capacity and which are deposited in another insured 
bank; and (iii) cash items as determined by either of the follow- 
ing methods, at the option of the bank: (aa) [By] by multi- 
plying by 2 the total of the cash items forwarded for collection 
on the assessment base days (being the days on which the average 
deposits are computed) and cash items held for clearings at the 
close of business on said days, which are in the process of collec- 
tion and which the bank has paid i in the regular course of business 
or credited to deposit accounts; or (bb) by deducting the total of 
cash items forwarded for collection on the assessment base days 
and cash items held for clearings at the close of business on said 
days, which are in the process of collection-and which the bank 
has paid in the regular course of business or credited to deposit 
accounts, plus such uncollected items paid or credited on pre- 
ceding days which are in the process of collection: Provided, 
That the Board [of Directors] may define the terms ‘‘cash items,” 
‘process of collection,’ and [‘‘uncollected items’’] “uncollected 
items,’’ and shall fix the maximum period for which any such 
item may be deducted; and 

(2) may exclude from its assessment base (i) drafts drawn by 
it on deposit accounts in other banks which are issued in the 

regular course of business; and the amount of any advices or 
authorizations, issued by it for cash letters received, directing 
that its deposit account in the sending bank be charged with the 
amount thereof; and (ii) cash funds w vhich are received and held 
solely for the purpose of securing a liability to the bank but not 
in an amount in excess of such liability, and which are not subject 
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to withdrawal by the obligor and are carried in a special non- 
interest-bearing account designated to properly show their 
purpose. 

(b) Each insured bank, as a condition to the right to make any such 
deduction or exclusion in determining its assessment base, shall main- 
tain such records as will readily permit verification of the correctness 
[thereof] thereof: Provided, That no insured bank shall be required to 
retain such records with respect to any such deduction or exclusion for a 
period in excess of five years from the date of the filing of any certified 
statement wherein such deduction or exclusion is claimed. 

(c) The semiannual assessment base for one semiannual period 
shall be the average of the assessment base of the bank as of the close 
of business on March 31 and June 30, and the semiannual assessment 
base for the other semiannual period shall be the average of the assess- 
ment base of the bank as of the close of business on September 30 and 
December 31: Provided, That when any of said days is a nonbusiness 
day or a legal holiday, either National or State, the preceding business 
day shall be used. ‘The certified statements required to be filed with 
the Corporation under [subsections (b) and (c)] section 17 of this 
[section] Act shall be in such form and set forth such supporting 
information as the Board [of Directors] shall prescribe. The assess- 
ment payments required from insured banks under [subsections (b) 
and (c) of this section] section 17 shall be made in such manner and 
at such time or times as the Board [of Directors] shall prescribe, 
provided the time or times so prescribed shall not be later than sixty 


days after filing the certified statement setting forth the amount of 
assessment. 


§ 17. Certified statement [12 U. , sec. 1817 (b), (c); F. D. I. Act, 
sec. 7 (b), (c)] 

[(b) ] (a) On or before the 15th day of July of each year, each insured 
bank shall file with the Corporation a certified statement showing for 
the six months ending on the preceding June 30 the amount of the 
assessment base and the amount of the semiannual assessment due to 
the Corporation for the period ending on the following December 31, 
determined in accordance with subsection (a) of [this] section 16, 
which shall contain or be verified by a written declaration that it is 
made under the penalties of perjury. Each insured bank shall pay 
to the Corporation the amount of the semiannual assessment it is 
required to certify. On or before the 15th day of January of each 
year, each insured bank shall file with the Corporation a similar 
certified statement for the six months ending on the preceding De- 
cember 31 and shall pay to the Corporation the amount of the semi- 
annual assessment for the period ending on the following June 30 
which it is oe to certify. 

[(c)] (6) Each bank which becomes an insured bank shall not be 
required to file any certified statement or pay any assessment for the 
semiannual period in which it becomes an insured bank. On the 
expiration of such period, each such bank shall comply with the pro- 
visions of subsection [(b)] (@) of this section except that the semi- 
annual assessment base for its first certified statement shall be the 
assessment base of the bank as of the close of business on the preceding 


June 30 or December 31, whichever is applicable, determined in 


accordance with subsection (a) of [this] section 16. If such bank has 
90870—57——11 
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assumed the liabilities for deposits of another bank or banks, it shall 
include such liabilities in its assessment base. The first certified 
statement shall show as the amount of the first semiannual assessment 
due to the Corporation, an amount equal to the product of one-half of 
the annual assessment rate multiplied by such assessment base. 


§ 18. ‘on credits [12 U.S. C., sec. 1817 (d); F. D. I. Act, sec. 
7 (d) 

[(d)] As of December 31 [,, 1950, and as of December 31,] of each 
calendar year [thereafter], the Corporation shall transfer 40 per 
centum of its net assessment income to its [capital account] Deposit 
Insurance Fund and the balance of the net assessment income shall 
be credited pro rata to the insured banks based upon the [assess- 
ments] assessment of each bank becoming due during said calendar 
year. Each year such credit [shall] may be applied by the Corpora- 
tion toward the payment [of the total assessment becoming due for 
the semiannual assessment period beginning the next ensuing July 1 
and any excess credit shall be applied upon the assessment next be- 
coming due.] of any past due assessment not in dispute, and the balance 
shall be applied toward the payment of future assessments, provided that 
any unused balance remaining to the credit of a bank in liquidation shall 
be refunded to such bank, or refunded or credited to its assignee. The 
term ‘‘net assessment income’”’ as used herein means the total assess- 
ments which become due during the calendar year less (1) the adminis- 
trative and operating costs [and expenses] of the Corporation [for 
the calendar year]; (2) additions to [reserve] reserves to provide for 
insurance losses during the calendar year, except that any adjustments 
to [reserve] reserves which result in a reduction of such [reserve] 
reserves shall be added; and (3) the insurance losses sustained in said 
calendar year plus losses from any preceding years in excess of such 
reserves. If the above deductions exceed in amount the total assess- 
ments which become due during the calendar year, the amount of such 
excess shall be restored by deduction from total assessments becoming 
due in subsequent years. <Any overpayment or underpayment of assess- 
ments by any bank in any preceding year shall be adjusted by payment or 
credit of the amount of the overpayment to such bank, or by collection of 
the amount of the underpayment from such bank, less the net assessment 
income credit on such overpayment or underpayment computed at the rate 
established for such preceding year when the overpayment or underpay- 
ment occurred. The Deposit Insurance Fund shall be charged or credited, 
as the case may be, with 40 per centum of the amount of the overpayment 
or underpayment. The remaining balance of such overpayment or under- 
payment shall be charged or credited, as the case may be, pro rata to the 
ensured banks based upon the assessments of each bank becoming due 
during the calendar year in which the adjustment is made. 


§ 19. Refund of assessment [12 U.S. C., sec. 1817 (e); F. D. I. Act, 
sec. 7 (e)] 

[(e)] The Corporation [(1)] (a) may refund to an insured bank 
any payment of assessment in excess of the amount due to the Corpo- 
ration or [(2)] (5) may credit such excess toward the payment of the 
assessment next becoming due from such bank and upon succeeding 
assessments until the credit is exhausted. 
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§ 20. Penalties [12 U.S. C., sec. 1817 (g), (f), (bh); F. D. I. Act, see. 
7 (g), (f), (h)J carer 

[(z)] (a) The Corporation, in a suit brought at law or in equity mn 
any court of competent jurisdiction, shall be entitled to recover from 
any insured bank the amount of any unpaid assessment lawfully pay- 
able by such insured bank to the Corporation, whether or not such 
bank shall have filed any [such] certified statement wnder section 17 
and whether or not suit shall have been brought to compel the bank to 
file any such statement. No action or proceeding shall be brought for 
the recovery of any assessment due to the Corporation, or for the 
recovery of any amount paid to the Corporation in excess of the 
amount due to it, unless such action or proceeding shall have been 
brought within five years after the right accrued for which the claim is 
made, except where the insured bank has made or filed with the Corpo- 
ration a false or fraudulent certified statement with the intent to evade, 
in whole or in part, the payment of assessment, in which case the 
claim shall not be deemed to have accrued until the discovery by the 
Corporation that the certified statement is false or fradulent: Pro- 
vided, however, [That where a cause of action has already accrued, and 
the period herein prescribed within which an action may be brought 
has expired, or will expire within one year from the date this amend- 
ment becomes effective, an action may be brought on such cause of 
action within one year from the effective date of this amendment: 
And provided further,] That no action or proceeding shall be brought 
for the recovery of any assessment on deposits alleged to have been 
omitted from the assessment base of any insured bank for any year 
prior to 1945 except that any claim of the Corporation for the pay- 
ment of any assessment may be offset by it against any claim of the 
bank for the overpayment of any assessment. 

[(f)] (0) Any insured bank which fails to file any certified statement 
required to be filed by it in connection with determining the amount 
of any assessment payable by the bank to the Corporation may be 
compelled to file such statement by mandatory injunction or other 
appropriate remedy in a suit brought for such purpose by the Corpo- 
ration against the bank and any officer or officers thereof in any court 
of the United States of competent jurisdiction in the District or 
Territory in which such bank is located. 

[(h)] (c) Should any national [member] bank or any insured 
national nonmember bank fail to file any certified statement required 
to be filed by such bank under any provision of [this] section 17, or 
fail to pay any assessment required to be paid by such bank under any 
provision of this Act, and should the bank not correct such failure 
within thirty days after written notice has been given by the Corpora- 
tion to an officer of the bank, citing this subsection, and stating that 
the bank has failed to file or pay as required by law, all the rights, 
privileges, and franchises of the bank granted to it under the National 
Bank Act, as amended, the Federal Reserve Act, as amended, or this 
Act, shall be thereby forfeited. Whether or not the penalty provided 
in this subsection has been incurred shall be determined and adjudged 
in the manner provided in [the sixth paragraph of section 2] section 21 
of the Federal Reserve Act, as amended. The remedies provided in 
this subsection and in the two preceding subsections shall not be con- 
strued as limiting any other remedies against any insured bank, but 
shall be in addition thereto. 
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Craprer 6—Svrpervision or Insurep Banxs 





§ 21. Display of official sign [12 U.S. C., sec. 1818 (a); F. D. I. Act, 
sec. 18 (a) 

[(a)] Every insured bank shall display at each place of business 
maintained by it a sign or signs, and shall include a statement to the 
effect that its deposits are insured by the Corporation in all of its 
advertisements: Provided, That the Board [of Directors] may ex- 
empt from this requirement advertisements which do not relate to 
deposits or when it is impractical to include such statement therein. 
The Board [of Directors] shall prescribe by regulation the forms of 
such signs and the manner of display and the substance of such state- 
ments and the manner of use. For each day an insured bank con- 
tinues to violate any provisions of this [subsection] section or any 
lawful provisions of said regulations, it shall be subject to a penalty 
of not more than $100, w hich the Corporation may recover for its use. 


22. Dividends [12 U.S. C., see. 1818 (b); F. D. I. Act, sec. 18 (b)J 


[(b)] No insured bank shall pay any dividends on its capital stock 
[or] of interest on its capital notes or debentures (if such interest is 
required to be paid only out of net profits) or distribute any of its 
capital assets while it remains in default in the payment of any assess- 
ment due to the Corporation; and any director or officer of any insured 
bank who participates in the declaration or payment of any such div- 
idend or interest or in any such distribution shall, upon conviction, 
be fined not more than $1,000 or imprisoned not more than one year, 
or both: Provided, That, if such default is due to a dispute between 
the insured bank and the Corporation over the amount of such 
assessment, this [subsection] section shall not apply, if such bank 
shall deposit security satisfactory to the Corporation for payment 
upon final determination of the issue. 


§ 23. Mergers and consolidations [12 U.S. C., sec. 1818 (ce); F. D. I. 
Act, sec. 18 (c)] 

[(c)] Without prior written consent by the Corporation, no insured 
bank shall (1) merge or consolidate with any noninsured bank or insti- 
tution or convert into a noninsured bank or institution or (2) assume 
liability to pay any deposits made in, or similar liabilities of, any non- 
insured bank or institution or (3) transfer assets to any noninsured 
bank or institution in consideration of the assumption of liabilities for 
any portion of the deposits made in such insured bank. No insured 
bank shall convert into an insured State bank if its capital [stock,] 
stock or its surplus will be less than the capital stock or surplus, respec- 
tively, of the converting bank at the time of the shareholders’ meeting 
approving such conversion, without prior written consent by the Comp- 
troller of the Currency if the resulting bank is to be a District bank, or 
by the Board of Governors of the Federal Reserve System if the result- 
ing bank is to be a State member bank (except a District bank), or by 
the Corporation if the resulting bank is to be a State nonmember in- 
sured bank (except a District bank). No insured bank shall [(i)] 
merge or consolidate with [an] any other insured [State] bank [under 
the charter of a State bank or (ii) assume liability to pay any deposits 
made in another insured aie if the capital stock or surplus of the 

resulting or assuming bank will be less than the aggregate capital 
stock or aggregate surplus, respectively, of all the merging or consoli- 





FINANCIAL INSTITUTIONS ACT OF 1957 155 


dating banks or of all the parties to the assumption of liabilities, at 
the time of the shareholders’ meetings which authorized the merger 
or consolidation or at the time of the assumption of liabilities, unless 
the Comptroller of the Currency shall give prior written consent if 
the assuming bank is to be a national bank or the assuming or resulting 
bank is to be a District bank; or unless the Board of Governors of the 
Federal Reserve System gives prior written consent if the assuming or 
resulting bank is to be a State member bank (except a District bank); 
or unless the Corporation gives prior written consent if the assuming 
or resulting bank is to be a nonmember insured bank (except a Dis- 
trict bank).] or, either directly or indirectly, acquire the assets of, or 
assume liability to pay any deposits made vn, any other insured bank 
without the prior written consent (i) of the Comptroller of the Currency of 
the acquiring, assuming, or resulting bank is to be a national bank or a 
district bank, or (ii) of the Board of Governors of the Federal Reserve 
System if the acquiring, assuming, or resulting bank is to be a State 
member bank (except a District bank), or (iii) of the Corporation if the 
acquiring, assuming, or resulting bank is to be a nonmember insured 
bank (except a District bank). In granting or withholding consent under 
this section, the Comptroller, the Board of Governors of the Federal Re- 
serve System, or the Corporation, as the case may be, shall consider the 
factors enumerated in section 15 of this Act. In the case of a merger, 
consolidation, acquisition of assets, or assumption of liabilities, the 
appropriate agency shall also take into consideration whether the effect 
thereof may be to lessen competition unduly or to tend unduly to create 
a monopoly, and, in the interests of uniform standards, it shall not take 
action as to any such transaction without first seeking the views of each 
of the other two banking agencies referred to herein with respect to such 
question; and in such a case the appropriate agency may also request 
the opinion of the Attorney General with respect to such question. No 
insured State nonmember bank (except a District bank) shall, without 
the prior consent of the Corporation, reduce the amount or retire any 
part of its common or preferred capital stock, or retire any part of its 
capital notes or debentures. 


§ 24. Branches [12 U.S. C., sec. 1818 (d); F. D. I. Act, 18 (d)J 

[(d)] No State nonmember insured bank (except a District bank) 
shall establish and operate any new branch unless it shall have the 
prior written consent of the Corporation, and no State nonmember 
insured bank (except a District bank) shall move its main office or 
any branch from one location to another without such consent. The 
factors to be considered in granting or withholding the consent of the 
Corporation under this [subsection] section shall be those enumerated 
in section [6] 74 of this Act. 


25. Indemnity insurance [12 U. S. C., see. 1818 (e); F. D. I. Act, 
sec. 18 (e)] 

[(e)] The Corporation may require any insured bank to provide 
protection and indemnity against burglary, defalcation, and other 
similar insurable losses. Whenever any insured bank refuses to 
comply with any such requirement the Corporation may contract for 
such protection and indemnity and add the cost thereof to the assess- 
ment otherwise payable by such bank. 
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§ 26. Payment of interest [12 U.S. C., see. 1818 (g); F. D. I. Act, 
sec. 18 (g)] 

{(g)] The Board [of Directors] shall by regulation prohibit the 
payment of interest on demand deposits in insured nonmember banks 
and for such purpose it may define the term ‘demand deposits”; but 
such exceptions from this prohibition shall be made as are now or 
may hereafter be prescribed with respect to deposits payable on de- 
mand in member banks by [section 19 of] the Federal Reserve Act, 
as amended, or by regulation of the Board of Governors of the Fed- 
eral Reserve System. The Board [of Directors] shall from time to 
time limit by regulation the rates of interest or dividends which may 
be paid by insured nonmember banks on time and savings deposits, 
but such regulations shall be consistent with the contractual obliga- 
tions of such banks to their depositors. For the purpose of fixing 
such rates of interest or dividends, the Board [of Directors] shall by 
regulation prescribe different rates for such payment on time and sav- 
ings deposits having different maturities, or subject to different con- 
ditions respecting withdrawal or repayment, or subject to different 
conditions by reason of different locations, or according to the vary- 
ing discount rates of member banks in the several Federal Reserve 
districts. The Board [of Directors] shall by regulation define what 
constitutes time and savings deposits in an insured nonmember bank. 
Such regulations shall prohibit any insured nonmember bank from 
paving any time deposit before its maturity except upon such con- 
ditions and in accordance with such rules and regulations as may be 
prescribed by the Board [of Directors], and from waiving any require- 
ment of notice before payment of any savings deposit except as to all 
savings deposits having the same requirement. For each violation of 
any provision of this [subsection] section or any lawful provision of 
such regulations relating to the payment of interest or dividends on 
deposits or to withdrawal of deposits, the offending bank shall be 
subject to a penalty of not more than $100, which the Corporation 
may recover for its use. 


§ 27. Shareholders’ list 


(a) The president and cashier of every insured nonmember bank 
shall cause to be kept at all times a full and correct list of the names and 
residences of all the shareholders in the bank, and the number of shares 
held by each, in the office where its business is transacted. A copy of 
such list, verified by the oath of such president or cashier, shall be trans- 
mitted to the Board within ten days of any demand therefor made by him. 
In addition, such president or cashier shall notify the Board immediately 
of any single transaction recorded on the bank stock transfer records 
involving the purchase or sale of 10 per centum or more of the outstanding 
shares of such bank. 

(6b) The record owner of any stock in any insured nonmember bank 
shall, within ninety days after the enactment of the Financial Institutions 
Act of 1957 or within thirty days after becoming such record owner, 
whichever is the later, notify the Board in writing of the name of any 
person or persons having a beneficial or equitable interest in such stock 
an excess of 5 per centum of the outstanding shares of the bank. In the 
case of stock held in a trust, this requirement may be satisfied by filing a 
copy of the trust instrument with the Board. Any change in the person 
or persons having such a beneficial or equitable interest in any such stock, 
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except pursuant to any trust instrument which is on file as herein provided, 
shall be promptly reported to the Board by the record owner. The trans- 


feree of any such stock shall, within thirty days after such transfer, cause 


his name to be listed as the record owner thereof. Any person convicted 
of any willful violation of this subsection shall be fined not more than 
$5,000. 
§ 28. Trust funds [12 U.S. C., see. 1817 (i); F. D. IL. Act, sec. 7 ()J 
[(i)] Trust funds held by an insured bank in a fiduciary capacity 
whether held in its trust department or deposited in any other depart- 
ment [or in another] of the fiduciary bank shall be insured in an 
amount not to exceed $10,000 for each trust estate, and when deposited 
by the fiduciary bank in another insured bank such trust funds shall be 
similarly insured to the fiduciary bank according to the trust estates 
represented. Notwithstanding any other provision of this Act, such 
insurance shall be separate from and additional to that covering other 
deposits of the owners of such trust funds or the beneficiaries of such 
trust [estates:] estates. [Provided, That where] Where the fiduciary 
bank deposits any of such trust funds in other insured banks, the 
amount so held by other insured banks on deposit shall not for the 
purpose of any certified statement required under [subsection (b) and 
(c) of this section] section 17 be considered to be a deposit liability of 
the fiduciary bank, but shall be considered to be a deposit liability of 
the bank in which such funds are so deposited by such fiduciary bank. 
The Board [of Directors] shall have power by regulation to prescribe 
the manner of reporting and of depositing such trust funds. 


§ 29. Termination of insured status [12 U.S. C., sec. 1818 (a); F. D. I. 
Act, sec. 8 (a)J 

(a) Any insured bank (except a national member bank or State 
member bank) may, upon not less than ninety days’ written notice 
to the Corporation, [and to the Reconstruction Finance Corporation 
if it owns or holds as pledgee any preferred stock, capital notes, or 
debentures of such bank,] terminate its status as an insured bank. 
Whenever the Board [of Directors] shall find that an insured bank 
or its directors or trustees have [continued] engaged or are engaging 
in unsafe or unsound practices in conducting the business of such 
bank, or have knowingly or negligently permitted any of its officers 
or agents to violate any provision of any law or regulation to which 
the insured bank is subject, the Board [of Directors] shall first give 
to the Comptroller of the Currency in the case of a national bank or 
a District bank, to the authority having supervision of the bank in 
the case of a State bank, [or] and to the Board of Governors of the 
Federal Reserve System in the case of a State member bank, a state- 
ment with respect to such practices or violations for the purpose of 
securing the correction thereof and shall give a copy thereof to the 
bank. Unless such correction shall be made within one hundred and 
twenty [days] days, or within twenty days in any case where the Board 
in its discretion has determined that the insurance risk of the Corporation 
is unduly jeopardized, or within such shorter period of time as the 
Comptroller of the [Currency,] Currency or the State [authority,] 
authority or the Board of Governors of the Federal Reserve System, 
as the case may be, shall require, the Board [of Directors], if it 
shall determine to proceed further, shall give to the bank not less 
than thirty [days’] days written notice of intention to terminate the 
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status of the bank as an insured bank, and shall fix [a] the time and 
place for a hearing before the Board [of Directors] or before a person 
designated by it to conduct such hearing, at which evidence may be 
produced, and upon such evidence the Board [of Directors] shall 
make written findings which shall be conclusive. The hearing shall 
be held in accordance with the provisions of the Administrative Pro- 
cedure Act and shall be subject to review as therein provided except that 
the review by the court shall be wpon the weight of the evidence. [If] 
If, upon such evidence, the Board [of Directors] shall find that an 
unsafe or unsound practice or violation specified in such Tnotice 
statement has been established and has not been corrected within the 
time above prescribed in which to make such corrections, the Board 
[of Directors] may order that the insured status of the bank be 
terminated on a date subsequent to such finding and to the expira- 
tion of the time specified in such notice of intention.! Unless the 
bank shall appear at the hearing by a duly authorized representative, 
it shall be deemed to have consented to the termination of its status 
as an insured [bank.] bank and termination of such status thereupon 
may be ordered: Provided, That if a person is designated by the Board 
to conduct the hearing, he shall certify that the bank did not appear. 
The Corporation may publish notice of such termination and the 
bank shall give notice of such termination to each of its depositors 
at his last address of record on the books of the bank, in such manner 
and at such time as the Board [of Directors] may find to be necessary 
and may order for the protection of depositors. After the termination 
of the insured status of any bank under the provisions of this sub- 
section, the insured deposits of each depositor in the bank on the date 
of such termination, less all subsequent withdrawals from any deposits 
of such depositor, shall continue for a period of two [years] years, 
to be insured, and the bank shall continue to pay to the Corporation 
assessments as in the case of an insured bank during such period. 
No additions to any such deposits and no new deposits in such bank 
made after the date of such termination shall be insured by the 
Corporation, and the bank shall not advertise or hold itself out as 
having insured deposits unless in the same connection it shall also 
state with equal prominence that such additions to deposits and new 
deposits made after such date are not so insured. Such bank shall, 
in all other respects, be subject to the duties and obligations of an 
insured bank for the period of two years from the date of such termi- 
nation, and in the event that such bank shall be closed on account of 
inability to meet the demands of its depositors within such period of 
two years, the Corporation shall have the same powers and rights 
with respect to such bank as in the case of an insured bank. 

(b) Whenever the insured status of a State member bank shall 
be terminated by action of the Board [of Directors], the Board of 
Governors of the Federal Reserve System shall terminate its member- 
ship in the Federal Reserve System in accordance with the provisions 
of [section 9 of] the Federal Reserve Act, and whenever the insured 
status of a national member bank shall be so terminated the Comp- 
troller of the Currency shall appoint a receiver for the bank, which 
shall be the Corporation. Except as provided in [subsection (b) of] 
1In the existing Federal Deposit Insurance Act, this sentence and the following sentence appear in re- 


versed order. That is, this sentence appears after, rather than before, the sentence which begins ‘“‘Unless 
the bank * * *”, . 
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section [4] 13, whenever a member bank shall cease to be a member 
of the Federal Reserve System, its status as an insured bank shall, 
without notice or other action by the [board of directors] Board, 
terminate on the date the bank shall cease to be a member of the 
Federal Reserve System, with like effect as if its insured status had 
been terminated on said date by the [board of directors] Board after 
proceedings under subsection (a) of this section. 

(ec) Notwithstanding any other provision of law, whenever the 
Board [of Directors] shall ‘determine that an insured banking institu- 
tion is not engaged in the business of receiving deposits, other than 
trust funds as herein defined, the Corporation shall notify the banking 
institution that its insured status will terminate at the expiration of 
the first full semiannual assessment period following such notice. A 
finding by the Board [of Directors] that a banking institution is not 
engaged in the business of receiving deposits, other than such trust 
funds, shall be conclusive. The Board [of Directors] shall prescribe 
the notice to be given by the banking institution of such termination 
and the Corporation may publish notice thereof. Upon the termina- 
tion of the insured status of any such banking institution, its deposits 
shall thereupon cease to be insured and the banking institution shall 
thereafter be relieved of all future obligations to the Corporation, 
including the obligation to pay future assessments. 

(d) Whenever the liabilities of an insured bank for deposits shall 
have been assumed by another insured bank or banks, the insured 
status of the bank whose liabilities are so assumed shall terminate on 
the date of receipt by the Corporation of satisfactory evidence of such 
assumption with like effect as if its insured status had been terminated 
on said date by the Board [of Directors] after proceedings under 
subsection (a) of this section: Provided, That if the bank whose liabili- 
ties are so assumed gives to its depositors notice of such assumption 
within thirty days after such assumption takes effect, by publication 
or by any reasonable means, in accordance with regulations to be 
prescribed by the Board [of Directors], the insurance of its deposits 
shall terminate at the end of six months from the date such assumption 
takes effect. Such bank shall be subject to the duties and obligations 
of an insured bank for the period its deposits are insured: Provided, 
That if the deposits are assumed by a newly insured bank, the bank 
whose deposits are assumed shall not be required to pay any assess- 
ment upon the deposits which have been so assumed after the semi- 
annual period in which the assumption takes effect. 


ry 


CyapTeR 7—Inapitity or Banks To Pay DeEposirors 


§ 30. Payment to depositors by Corporation [12 U.S. C., sec. 1821 (b), 
(f), (g); see. 1822 (b), (c), (d), (e); F. D. I. Act, sec. 11 (b), (8), 
(gz), and sec. 12 (b), (e), (d), (e)J 
[(b)] (a) For the purposes of this Act an insured bank shall be 
deemed to have [been] closed on account of inability to meet the 
demands of its depositors in any case in which it has been closed for 
[the] any purpose [of liquidation] without adequate provision being 
made for the payment of its [depositors] insured deposits. 
[(f)] (6) Whenever an insured bank shall have been closed on 
account of inability to meet the demands of its depositors, payment 
of the insured deposits in such bank shall be made by the Corporation 
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as soon as possible, subject to the provisions of subsection [(g)] (e) 
of this section either (1) by cash or (2) by making available to each 
depositor a transferred deposit in a new bank in the same community 
or in another insured bank in an amount equal to the insured deposit 
of such [depositor: Provided, That the Corporation, in its discretion, 
may require proof of claims to be filed before paying the insured 
deposits, and that in any case where the Corporation is not satisfied 
as to the validity of a claim for an insured deposit, it may require 
the final determination of a court of competent jurisdiction before 
paying such claim.] ! depositor. 

(c) In the event that pursuant to State or Federal law the control of 
any insured bank is assumed by a receiver, conservator, or other statutory 
authority without adequate provision being made for the payment of the 
ansured deposits in such bank, thereupon the Corporation shall promptly 
pay to depositors their insured deposits as herein provided, and upon 
such payment the Corporation shall be subrogated, in accordance with 
the provision of subsection (e) of this section, to the rights of such depositors 
to the extent of such payment. 

(d) The Corporation, in its discretion, may require proof of claims to 
be filed before paying the insured deposits, and in any case where the 
Corporation 1s not satisfied as to the validity of a claim for an insured 
deposit, u% may require the final determination of a court of competent 
jurisdiction before paying such claim. For the purpose of determining 
the amount and validity of any claim for any insured deposit or the duty 
of the Corporation to pay the same, the Corporation shall have access to 
all books and records of the insured bank. 

L(g)] (e) In the case of a closed national bank or District bank, 
the Corporation, upon the payment to any depositor as provided in 
subsection [(f)] (6) of this section, shall be subrogated to all rights 
of the depositor against the closed bank to the extent of such payment. 
In the case of any other closed insured bank, the Corporation shall not 
make any payment to any depositor until the right of the Corporation 
to be subrogated to the rights of such depositor on the same basis as 
provided in the case of a closed national bank under this Act shall 
have been recognized either by express provision of State law, by 
allowance of claims by the authority having supervision of such bank, 
by assignment of claims by depositors, or by any other effective 
method. In the case of any closed insured bank, such subrogation 
shall include the right on the part of the Corporation to receive the 
same dividends from the proceeds of the assets of such closed bank 
[and recoveries on account of stockholder’s liability] as would have 
been payable to the depositor on a claim for the insured deposit, but 
such depositor shall retain his claim for any uninsured portion of his 
deposit: Provided, [That, with respect to any bank which closes after 
May 25, 1938, the Corporation shall waive, in favor only of any person 
against whom stockholders’ individual liability may be asserted, any 
claim on account of such liability in excess of the liability, if any, to 
the bank or its creditors, for the amount unpaid upon his stock in such 
bank; but any such waiver shall be effected in such manner and on 
such terms and conditions as will not increase recoveries or dividends 
on account of claims to which the Corporation is not subrogated: 
Provided further, ] That the rights of depositors and other creditors of 


1 The text of this proviso is incorporated in the first sentence of subsection (d) of this section. 
2 See preceding footnote. 
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any State bank shall be determined in accordance with the applicable 
provisions of State law. 

[(b)] (f) Payment of an insured deposit to any person by the Cor- 
poration shall discharge the Corporation, and payment of a transferred 
deposit to any person by the new bank or by an insured bank in which 
a transferred deposit has been made available shall discharge the Cor- 
poration and such new bank or other insured bank, to the same extent 
that payment to such person by the closed bank would have discharged 
it from liability for the insured deposit. 

[(c)] (g) Except as otherwise prescribed by the Board [of Directors], 
neither the Corporation nor such new bank or other insured bank shall 
be required to recognize as the owner of any portion of a deposit 
appearing on the records of the closed bank under a name other than 
that of the claimant, any person whose name or interest as such owner 
is not disclosed on the records of such closed bank as part owner of 
said deposit, if such recognition would increase the aggregate amount 
of the insured deposits in such closed bank. 

[(d)] (A) The Corporation may withhold payment of such portion of 
the insured deposit of any depositor in a closed bank as may be re- 
quired to provide for the payment of any liability of such depositor 
[as a stockholder of the closed bank, or of any liability of such de- 
positor] to the closed bank or its receiver, which is not offset against 
a claim due from such bank, pending the determination and payment 
of such liability by such depositor or any other person liable therefor. 

[(e)] (2) If, after the Corporation shall have given at least three 
months’ notice to the depositor by mailing a copy thereof to his 
last-known address appearing on the records of the closed bank, any 
depositor in the closed bank shall fail to claim his insured deposit 
from the Corporation within eighteen months after the appointment 
of the receiver for the closed [bank,] bank or such lesser period as 
may be fixed by State law for filing claims of depositors against a receiver 
of a closed State bank or shall fail within such period to claim or arrange 
to continue the transferred deposit with the new bank or with the 
other insured bank which assumes liability therefor, all rights of the 
depositor against the Corporation with respect to the insured deposit, 
and against the new bank and such other insured bank with respect 
to the transferred deposit, shall be barred, and all rights of the depos- 
itor against the closed bank and its shareholders, or the receivership 
estate to which the Corporation may have become subrogated, shall 
thereupon revert to the depositor. The amount of any transferred 
deposits not claimed within such eighteen months’ period, or such 
lesser period, shall be refunded to the Corporation. 


§ 31. Corporation as receiver of an insured bank [12 U.S. C., sec. 1821 
(c), (d); see. 1822 (a); sec. 1821 (e); F. D. I. Act, sec. 11 (¢), (d); 
sec. 12 (a); sec. 11 (e)J 
[(c)] (az) Notwithstanding any other provision of law, whenever the 
Comptroller of the Currency shall appoint a receiver other than a 
conservator of any insured national bank or insured District bank, or 
of any noninsured national bank or District bank hereafter closed, he 
shall appoint the Corporation receiver for such closed bank. 
[(d)] (6) Notwithstanding any other provision of law, it shall be 
the duty of the Corporation as such receiver to cause notice to be 
given, by advertisement in such newspapers as it may direct, to all 
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persons having claims against such closed bank pursuant to section 
[5235 of the Revised Statutes (U. S. C., title 12, sec. 193)] 59 (c) of 
the National Bank Act; to realize upon the assets of such closed bank, 
having due regard to the condition of credit in the locality; to enforce 
the individual liability of the [stockholders and] directors thereof; 
and to wind up the affairs of such closed bank in conformity with the 
provisions of law relating to the liquidation of closed national banks, 
except as herein otherwise provided. The Corporation as such re- 
ceiver shall pay to itself for its own account such portion of the 
amounts realized from such liquidation as it shall be entitled to 
receive on account of its subrogation to the claims of depositors, and 
it shall pay to depositors and other creditors the net amounts avail- 
able for distribution to them. The Corporation as such receiver, 
however, may, in its discretion, pay dividends on proved claims at 
any time after the expiration of the period of advertisement made 
pursuant to the aforesaid section of the [Revised Statutes, ] National 
Bank Act, and no liability shall attach to the Corporation itself or as 
such receiver by reason of any such payment for failure to pay divi- 
dends to a claimant whose claim is not proved at the time of any 
such payment. With respect to any such closed bank, the Corpora- 
tion as such receiver shall have all the rights, powers, and privileges 
now possessed by or hereafter granted by law to a receiver of a national 
bank or [District] district bank and notwithstanding any other pro- 
vision of law in the exercise of such rights, powers, and privileges the 
Corporation shall not be subject to the direction or supervision of the 
Secretary of the Treasury or the Comptroller of the Currency. 

C(a)7 (ec) Notwithstanding any other provision of law, the Cor- 
poration as receiver of a closed national bank or [District] district 
bank shall not be required to furnish bond and shall have the right 
to appoint an agent or agents to assist it in its duties as such receiver, 
and all fees, compensation, and expenses of liquidation and adminis- 
tration thereof shall be fixed by the Cor poration, and may be paid 
by it out of funds coming into its possession as such receiver. 

[(e)] (d) Whenever any insured State bank (except a District 
bank) shall have been closed by action of its board of directors or 
by the authority having supervision of such bank, as the case may 
be, on account of inability to meet the demands of its depositors, the 
Corporation shall accept appointment as receiver thereof, if such 
appointment is tendered by the authority having supervision of such 
bank and is authorized or permitted by State law. With respect to 
any such insured State bank, the Corporation as such receiver shall 
possess all the rights, powers and privileges granted by State law to 
a receiver of a State bank. 

(e) Notwithstanding any other provision of law, temporary employees 
hired by the Corporation to assist in performing ats duties and functions 
as receiver of any insured bank shall be deemed to be employees of the 
receivership estate. The Corporation, as receiver, shall obtain insurance 
protection for the Corporation and the receivership estate against any 
loss resulting from any dishonest, fraudulent, or criminal act of any 
such employee and against liability for any tort committed by such 
employee in the course of his employment. 
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§ 32. Organization of a new national bank [12 U. S. C., sec. 1821 (h), 
(i), (j), (k), @; F. D. I. Act, sec. 11 (bh), @), @), &), OI 

[(h)] (a) As soon as possible after the closing of an insured bank, 
the Corporation, if it finds that it is advisable and in the interest of 
the depositors of the closed bank or the public, shall organize a new 
national bank to assume the insured deposits of such closed bank and 
otherwise to perform temporarily the functions hereinafter provided 
for. The new bank shall have its place of business in the same com- 
munity as the closed bank. 

[(i)] (6) The articles of association and the organization certificate 
of the new bank shall be executed by representatives designated by 
the Corporation. No capital stock need be paid in by the Corpora- 
tion. The new bank shall not have a board of directors, but shall be 
managed by an executive officer appointed by the Board of [Directors 
of] the Corporation who shall be subject to its directions. In all other 
respects the new bank shall be organized in accordance with the then 
existing provisions of law relating to the organization of national 
banking associations. The new bank may, with the approval of the 
Corporation, accept new deposits which shall be subject to withdrawal 
on demand and which, except where the new bank is the only bank 
in the community, shall not exceed $10,000 from any depositor. 
The new bank, without application to or approval by the Corporation, 
shall be an insured bank and shall maintain on deposit with the 
Federal Reserve bank of its district reserves in the amount required 
by law for member banks, but it shall not be required to subscribe for 
stock of the Federal Reserve bank. Funds of the new bank shall be 
kept on hand in cash, invested in obligations of the United States, or 
in obligations guaranteed as to principal and interest by the United 
States, or deposited with the Corporation, with a Federal Reserve 
bank, or, to the extent of the insurance coverage thereon, with an 
insured bank. The new [bank, unless otherwise authorized by the 
Comptroller of the Currency,] bank shall transact no business except 
that authorized by this Act and as may be incidental to its [organi- 
zation.] organization: Provided, however, That the Comptroller of the 
Currency, in his discretion, may authorize the bank to transact such other 
business as a national bank may transact. Notwithstanding any other 
provision of law the new bank, its franchise, property, and income 
shall be exempt from all taxation now or hereafter imposed by the 
United States, by any Territory, dependency, or possession thereof, 
or by any State, county, municipality, or local taxing authority. 

[(j)] (c) Upon the organization of a new bank, the Corporation 
shall promptly make available to it an amount equal to the estimated 
insured deposits of such closed bank plus the estimated amount of the 
expenses of operating the new bank, and shall determine as soon as 
possible the amount due each depositor for his insured deposit in the 
closed bank, and the total expenses of operation of the new bank. 
Upon such determination, the amount so estimated and made avail- 
able shall be adjusted to conform to the amounts so determined. 
Earnings of the new bank shall be paid over or credited to the Cor- 
poration in such adjustment. If any new bank, during the period it 
continues its status as such, sustains any losses with respect to which 
it is not effectively protected except by reason of being an insured 
bank, the Corporation shall furnish to it additional funds in the 
amount of such losses. The new bank shall assume as transferred 
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deposits the payment of the insured deposits of such closed bank to 
each of its depositors. Of the amounts so made available, the Cor- 
poration shall transfer to the new bank, in cash, such sums as may 
be necessary to enable it to meet its expenses of operation and imme- 
diate cash demands on such transferred deposits, and the remainder 
of such amounts shall be subject to withdrawal by the new bank on 
demand. 

[(k)] (2d) Whenever in the judgment of the Board [of Directors] 
it is desirable to do so, the Corporation shall cause capital stock of 
the new bank to be offered for sale on such terms and conditions as 
the Board [of Directors] shall deem advisable in an amount sufficient, 
in the opinion of the Board [of Directors], to make possible the con- 
duct of the business of the new bank on a sound basis, but in no event 
less than that required by section [5138 of the Revised Statutes, as 
amended (U. S. C., title 12, sec. 51),] 15 of the National Bank Act, 
for the organization of a national bank in the place where such new 
bank is located. The stockholders of the closed insured bank shall be 
given the first opportunity to purchase any shares of common stock 
so offered. Upon proof that an adequate amount of capital stock in 
the new bank has been subscribed and paid for in cash, the Comp- 
troller of the Currency shall require the articles of association and the 
organization certificate to be amended to conform to the requirements 
for the organization of a national bank, and thereafter, when the 
requirements of law with respect to the organization of a national 
bank have been complied with, he shall issue to the bank a certificate 
of authority to commence business, and thereupon the bank shall 
cease to have the status of a new bank, shall be managed by directors 
elected by its own shareholders and may exercise all the powers granted 
by law, and it shall be subject to all the provisions of law relating to 
national banks. Such bank shall thereafter be an insured national 
bank, without certification to or approval by the Corporation. 

[i] (e) If the capital stock of the new bank is not offered for sale, 
or if an adequate amount of capital for such new bank is not sub- 
scribed and paid for, the Board [of Directors] may offer to transfer 
its business to any insured bank in the same community which will 
take over its assets, assume its liabilities, and pay to the Corporation 
for such business such amount as the Board [of Directors] may deem 
adequate; or the Board [of Directors] in its discretion may change 
the location of the new bank to the office of the Corporation or to 
some other place or may at any time wind up its affairs as herein pro- 
vided. Unless the capital stock of the new bank is sold or its assets 
are taken over and its liabilities are assumed by an insured bank as 
above provided within two years from the date of its organization, 
the Corporation shall wind up the affairs of such [bank,] bank after 
giving such notice, if any, as the Comptroller of the Currency may 
require, and shall certify to the Comptroller of the Currency the 
termination of the new [bank.] bank: Provided, however, That the 
Corporation may extend the two-year limitation on the operation of such 
a new national bank for periods of six months, but not in excess of two 
additional years, when the Board determines that the continuance of the 
new bank is necessary to meet the needs and convenience of the community. 
Thereafter the Corporation shall be liable for the obligations of such 
bank and shall be the owner of its assets. The provisions of [sections 
5220 and 5221 of the Revised Statutes (U.S. C., title 12, secs. 181 
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and 182)] section 58 of the National Bank Act shall not apply to such 
new banks. 


§ 33. Loans and purchase of assets [12 U.S. C., sec. 1823 (c), (d), (e); 
F. D. I. Act, sec. 13 (c), (d), (e)] 


[(c)] (a) In order to reopen a closed insured bank or, when the 
Corporation has determined that an insured bank is in danger of 
closing, in order to prevent such closing, the Corporation, in the dis- 
cretion of [its] the Board [of Directors], is authorized to make loans 
to, or purchase the assets of, or make deposits in, such insured bank, 
upon such terms and conditions as the Board [of Directors] may 
prescribe, when in the opinion of the Board [of Directors] the con- 
tinued operation of such bank is essential to provide adequate bank- 
ing service in the community. Such loans and deposits may be in 
subordination to the rights of depositors and other creditors. 

[(d)] (6) Receivers or liquidators of insured banks closed on account 
of inability to meet the demands of their depositors shall be entitled to 
offer the assets of such banks for sale to the Corporation or as security 
for loans from the Corporation, upon receiving permission from the 
appropriate State authority in accordance with [express provisions of] 
applicable State law in the case of insured State banks. The proceeds 
of every such sale or loan shall be utilized for the same purposes and 
in the same manner as other funds realized from the liquidation of the 
assets of such banks. [In any case where prior to the effective date 
of this amendment, the Comptroller of the Currency has appointed a 
receiver of a closed national bank other than the Corporation, he may, 
in his discretion, pay dividends on proved claims at any time after the 
expiration of the period of advertisement made pursuant to section 
5235 of the Revised Statutes (U.S. C., title 12, sec. 193), and no liability 
shall attach to the Comptroller of the Currency or to the receiver of 
any such national bank by reason of any such payment for failure to 
pay dividends to a claimant whose claim is not proved at the time of 
any such payment.] The Corporation, in its discretion, may make 
loans on the security of or may purchase and liquidate or sell any part 
of the assets of an insured bank which is now or may hereafter be closed 
on account of inability to meet the demands of its depositors, but in 
any case in which the Corporation is acting as receiver of a closed 
insured bank, no such loan or purchase shall be made without the 
approval of a court of competent jurisdiction. 

[(e)] (c) Whenever in the judgment of the Board [of Directors] 
such action will reduce the risk or avert a threatened loss to the Cor- 
poration and will facilitate a merger or consolidation of an insured 
bank with another insured bank, or will facilitate the sale of the assets 
of an open or closed insured bank to and assumption of its liabilities 
by another insured bank, the Corporation may, upon such terms and 
conditions as it may determine, make loans secured in whole or in part 
by assets of an open or closed insured bank, which loans may be in 
subordination to the rights of depositors and other creditors, or the 
Corporation may purchase any such assets or may guarantee any other 
insured bank against loss by reason of its assuming the liabilities and 
purchasing the assets of an open or closed insured bank. Any insured 
national bank or District bank, or the Corporation as receiver thereof, 
is authorized to contract for such sales or loans and to pledge any 
assets of the bank to secure such loans. 
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(2) No agreement which tends to diminish or defeat the right, title 
or interest of the Corporation in any asset acquired by it under this 
section, either as security for a loan or by purchase, shall be valid 
against the Corporation unless such agreement (1) shall be in writing, 
(2) shall have been executed by the bank and the person or persons 
claiming an adverse interest thereunder, including the obligor, con- 
temporaneously with the acquisition of the asset by the bank, (3) 
shall have been approved by the board of directors of the bank or its 
loan committee, which approval shall be reflected in the minutes of 
said board or committee, and (4) shall have been, continuously, 
from the time of its execution, an official record of the bank. 













































Cxaprer 8—CorporaTeE Funps AND OBLIGATIONS 





§ 34. Borrowing authority [12 U.S. C., sec. 1824; F. D. I. Act, sec. 14] 


The Corporation is authorized to borrow from the Treasury, and 
the Secretary of the Treasury is authorized and directed to loan to 
the Corporation on such terms as may be fixed by the Corporation and 
the Secretary, such funds as in the judgment of the Board [of Di- 
rectors] of the Corporation are from time to time required for in- 
surance purposes, not exceeding in the aggregate $3,000,000,000 
outstanding at any one time: Provided, That the rate of interest to 
be charged in connection with any loan made pursuant to this section 
shall not be less than the current average rate on outstanding market- 
able and nonmarketable obligations of the United States as of the 
last day of the month preceding the making of such loan. For such 
purpose the Secretary of the Treasury is authorized to use as a public- 
debt transaction the proceeds of the sale of any securities hereafter 
issued under the Second Liberty Bond Act, as amended, and the pur- 
poses for which securities may be issued under the Second Liberty 
Bond Act, as amended, are extended to include such loans. Any 
such loan shall be used by the Corporation solely in carrying out its 
functions with respect to such insurance. All loans and repayments 
under this section shall be treated as public-debt transactions of the 
United States. 


§ 35. Investment of funds [12 U. S. C., sec. 1823 (a), (b); F. D. I. 
Act, sec. 13 (a), (b)] 

(a) Money of the Corporation not otherwise employed shall be 
invested in obligations of the United States or in obligations guar- 
anteed as to principal and interest by the United States: Provided, 
That the Corporation shall not sell or purchase any such obligations 
for its own account and in its own right and interest, at any one time 
aggregating in excess of $100,000, without the approval of the Secre- 
tary of the Treasury: And provided further, That the Secretary of 
the Treasury may waive the requirement of his approval with respect 
to any transaction or classes of transactions subject to the provisions 
of this subsection for such period of time and under such conditions 
as he may determine. 

(b) The banking or checking accounts of the Corporation shall be 
kept with the Treasurer of the United States, or, with the approval of 
the Secretary of the Treasury, with a Federal Reserve bank, or with 
a bank designated as a depositary or fiscal agent of the United States: 
Provided, That the Secretary of the Treasury may waive the require- 
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ments of this subsection under such conditions as he may determine: 
And provided further, That this subsection shall not apply to the 
establishment and maintenance in any bank for temporary purposes of 
banking and checking accounts not in excess of $50,000 in any one 
[bank,] bank or to the establishment and maintenance in any bank 
of any banking and checking accounts to facilitate the payment of 
insured deposits, or the making of loans to, or the purchase of assets 
of, insured banks. When designated for that purpose by the Secre- 
tary of the Treasury, the Corporation shall be a depositary of public 
moneys, except receipts from customs, under such regulations as may 
be prescribed by the said Secretary, and may also be employed as a 
financial agent of the Government. It shall perform all such reason- 
able duties as depositary of public moneys and financial agent of the 
Government as may be required of it. 


§ 36. Obligations of Corporation [12 U.S. C., sees. 1825, 1826; F. D. I. 
Act, secs. 15, 16] 

(a) All notes, debentures, bonds, or other such obligations issued by 
the Corporation shall be exempt, both as to principal and interest, 
from all taxation (except estate and inheritance taxes) now or here- 
after imposed by the United States, by any Territory, dependency, or 
possession thereof, or by any State, county, municipality, or local tax- 
ing authority: Provided, That interest upon or any income from an 
such obligations and gain from the sale or other disposition of suc 
obligations shall not have any exemption, as such, and loss from the 
sale or other disposition of such obligations shall not have any special 
treatment, as such, under the Internal Revenue Code, or laws amenda- 
tory or supplementary thereto. The Corporation, including its fran- 
chise, its capital, reserves, and surplus, and its income, shall be exempt 
from all taxation now or hereafter imposed by the United States, by 
any Territory, dependency, or possession thereof, or by any State, 
county, municipality, or local taxing authority, except that any real 
property of the Corporation shall be subject to State, Territorial, 
county, municipal, or local taxation to the same extent according to its 
value as other real property is taxed. 

(b) In order that the Corporation may be supplied with such forms 
of notes, debentures, bonds, or other such obligations as it may need 
for issuance under this Act, the Secretary of the Treasury is author- 
ized to prepare such forms as shall be suitable and approved by the 
Corporation, to be held in the Treasury subject to delivery, upon order 
of the Corporation. The engraved plates, dies, bed pieces, and other 
material executed in connection therewith shall remain in the custody 
of the Secretary of the Treasury. The Corporation shall reimburse 
the Secretary of the Treasury for any expenses incurred in the prepa- 
ration, custody, and delivery of such notes, debentures, bonds, or other 
such obligations. 

Cuaprer 9—MuIsceELLAN £OUS 


§ 37. Annual report [12 U. S. C., sec. 1827 (a); F. D. I. Act, sec. 
17 (a)J 

[(a)] The Corporation shall annually make a report of its opera- 

tions to the Congress as soon as practicable after the ist day of January 
in each year. 


90870—57 12 














168 FINANCIAL INSTITUTIONS ACT OF 1957 


§ 38. Annual audit [12 U.S. C., sec. 1827 (b), (c), (d); F. D. I. Act, 
sec. 17 (b), (ec), (d)J 


[(b)] (@ The financial transactions of the Corporation shall be 
audited by the General Accounting Office in accordance with the prin- 
ciples and procedures applicable to commercial corporate transactions 
and under such rules and regulations as may be prescribed by the 
Comptroller General of the United States. The audit shall be con- 
ducted at the place or places where accounts of the Corporation are 
normally kept. The representatives of the General Accounting Office 
shall have access to all books, accounts, records, reports, files, and all 
other papers, things, or property belonging to or in use by the Corpo- 
ration pertaining to its financial transactions and necessary to facili- 
tate the audit, and they shall be afforded full facilities for verifying 
transactions with the balances or securities held by depositaries, fiscal 
agents, and custodians. All such books, accounts, records, reports, 
files, papers, and property of the Corporation shall remain in possession 
and custody of the Corporation. [The audit shall begin with financial 
transactions occurring on and after August 31, 1948. 

[(c)] (6) The fiscal year of the Corporation shall be the calendar year. 
A report of the audit for each [fiscal year ending on June 30] calendar 
year shall be made by the Comptroller General to the Congress not 
later than [January 15] June 30 following the close of such [fiscal 
year. ] calendar year: Provided, That the first report of audit under this 
provision shall include any period of 1956 or 1957 which has not been 
included in any audit report. {On or before December 15 following 
such fiscal year the] Zhe Comptroller General shall furnish the 
Corporation a short form report showing the financial position of the 
Corporation at the close of the [fiscal] calendar [year.] year, if it is 
possible for him to do so in time for inclusion of the report in the Corpora- 
tion’s annual report to the Congress. 

(c) The report to the Congress shall set forth the scope of the audit 
and shall include a statement of assets and liabilities and surplus or 
deficit; a statement of surplus or deficit analysis; a statement of in- 
come and expenses; a statement of sources and application of funds 
and such comments and information as may be deemed necessary to 
inform Congress of the financial operations and condition of the 
Corporation, together with such recommendations with respect thereto 
as the Comptroller General may deem advisable. The report shall also 
show specifically any program, expenditure, or other financial trans- 
action or undertaking observed in the course of the audit, which, in 
the opinion of the Comptroller General, has been carried on or made 
without authority of law. A copy of each report shall be furnished 
to the President, to the Secretary of the Treasury, and to the 
Corporation at the time submitted to the Congress. 

(d) For the purpose of conducting such audit the Comptroller 
General is authorized in his discretion to employ by contract, without 
regard to section 3709 of the Revised Statutes, professional services 
of firms and organizations of certified public accountants, with the 
concurrence of the Corporation, for temporary periods or for special 
purposes. The Corporation shall reimburse the General Accounting 
Office for the cost of any such audit as billed therefor by the Comp- 
troller General, and the General Accounting Office shall deposit the 
sums so reimbursed into the Treasury as miscellaneous receipts. 
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§ 39. Insured Banks as Depositaries [12 U. S. C. 265; 68 Stat. 1235] 

All insured banks designated for that purpose by the Secretary of 
the Treasury shall be depositaries of public money of the United 
States (including, without being limited to, revenues and funds of the 
United States, and any funds the deposit of which is subject to the 
control or regulation of the United States or any of its officers, agents, 
or employees, and postal savings funds), and the Secretary is hereby 
authorized to deposit public money in such depositaries, under such 
regulations as may be prescribed by the Secretary; and they may also 
be employed as financial agents of the Government; and they shall 
perform all such reasonable duties, as depositaries of public money 
and financial agents of the Government as may be required of them. 
The Secretary of the Treasury shall require of the insured banks thus 
designated satisfactory security by the deposit of United States 
bonds or otherwise, for the safekeeping and prompt payment of 
public money deposited with them and for the faithful performance 
of their duties as financial agents of the Government: Provided, That 
no such security shall be required for the safekeeping and prompt 
payment of such parts of the deposits of the public money in such 
banks as are insured [deposits and each officer, employee, or agent of 
the United States having official custody of public funds and lawfully 
depositing the same in an insured bank shall, for the purpose of deter- 
mining the amount of the insured deposits, be deemed a depositor in 
such custodial capacity separate and distinct from any other officer, 
employee, or agent of the United States having official custody of 
public funds and lawfully depositing the same in the same insured 
bank in custodial capacity.] deposits. Notwithstanding any other 
provision of law, no department, board, agency, instrumentality, 
officer, employee, or agent of the United States shall issue or permit 
to continue in effect any regulations, rulings, or instructions, or enter 
into or approve any contracts or perform any other acts having to do 
with the deposit, disbursement, or expenditure of public funds, or the 
deposit, custody, or advance of funds subject to the control of the 
United States as trustee or otherwise which shall discriminate against 
or prefer national banking associations, State banks members of the 
Federal Reserve System, or insured banks not members of the Fed- 
eral Reserve System, by class, or which shall require those enjoying 
the benefits, directly or indirectly, of disbursed public funds so to 
discriminate. [All Acts or parts thereof in conflict herewith are 
hereby repealed. The terms “insured bank’ and “insured deposit” 
as used in this Act shall be construed according to the definitions of 
such terms in section 3 of the Federal Deposit Insurance Act, as 
amended (12 U.S. C., sec. 1813).] 


§ 40. Penalties [12 U. S. C., sec. 1828 (f), (h); sec. 1829; F. D. I- 
Act, secs. 18 (f), (h), and 19] 

[(f)] (a) Whenever any insured bank (except a national bank or 
a District bank), after written notice of the recommendations of the 
Corporation based on a report of examination of such bank by an 
examiner of the Corporation, shall fail to comply with such recom- 
mendations within one hundred and twenty days after such notice, 
the Corporation shall have the power, and is hereby authorized, to 
publish only such part of such report of examination as relates to any 
recommendation not complied with: Provided, That notice of inten- 
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tion to make such publication shall be given to the bank at least 
ninety days before such publication is made. 

[(h)] (6) Any insured bank which willfully fails or refuses to file 
any certified statement or pay any assessment required under this 
Act shall be subject to a penalty of not more than $100 for each day 
that such violations continue, which penalty the Corporation may 
recover for its use: Provided, That this subsection shall not be appli- 
cable under the circumstances stated in the proviso of [subsection 
(b) of this section.] section 22. 

(c) Except with the written consent of the Corporation, no person 
shall serve as a director, officer, or employee of an insured bank who 
has been convicted, or who is hereafter convicted, of any criminal 
offense involving dishonesty or a breach of trust. For each willful 
violation of this prohibition, the bank involved shall be subject to a 
penalty of not more than $100 for each day this prohibition is violated, 
which the Corporation may recover for its use. 

(d) It shall not be lawful for any employee of the Corporation to accept 
employment in any insured bank, within two years after terminating his 
employment with the Corporation, except upon approval of the Board 
pursuant to regulations prescribed by the Board. Any person convicted 
of any violation of any provision of this subsection shall be fined not more 
than $10,000 or imprisoned not more than five years, or both. 


§ 41. Nondiscriminating provision [12 U. S. C., see. 1830; F. D. I. 
Act, sec. 20] 

It is not the purpose of this Act to discriminate in any manner 
against State nonmember banks and in favor of national or member 
banks; but the purpose is to provide all banks with the same oppor- 
tunity to obtain and enjoy the benefits of this Act. No bank shall be 
discriminated against because its capital stock is less than the amount 
required for eligibility for admission into the Federal Reserve System. 

(12 U. S. C., sec. 1831; F. D. I. Act, sec. 21. The provisions of 
this Act limiting the insurance of the deposits of any depositor to a 
maximum less than the full amount shall be independent and sepa- 
rable from each and all of the provisions of this Act.] 





TITLE IV—FEDERAL HOME LOAN BANK ACT 


The citations at the beginning of each provision of the bill indicate 
the corresponding provision of existing law. The first citation is to 
the United States Code, and the second citation is to the statute 
involved. For example, the citation following section 1 below, ‘12 
U.S. C., sec. 1421; F. H. L. B. Act, sec. 1”, means that the provision 
corresponding to the new section 1 may be found in the United States 
Code, title 12, section 1421, and it is also section 1 of the existing 


Federal Home Loan Bank Act. 
§ 1. Short title [12 U.S. C., sec. 1421; F. H. L. B. Act, sec. 1] 


[That this] This Act may be cited as the “Federal Home Loan 
Bank Act[.]”’ 


§ 2. Definitions [12 U.S. C., sec. 1422; F. H. L. B. Act, sec. 2] 
As used in this Act— 

(1) [The term] the terms “Federal Home Loan Bank Board” 
and “Board”’ [means] mean the Federal Home Loan Bank Board 
referred to in subsection (b) of section 17. 

(2) [The] the term ‘Federal Home Loan Bank” means a 
bank established [by the board] under the authority of this 
Act£.]; 

(3) [The] the term [‘‘State’’] “State”, except as used in the 
provisos to the first sentence of subsection (a) of section 7, includes 
the District of Columbia, [Guam,] Puerto Rico, [the Virgin 
Islands of the United States, ] and the Territories fof Alaska and 
Hawaii] and possessions of the United States[.J; 

(4) [The] the term ‘‘member”’ (except when used in reference 
to a member of the [board] Foard) means any institution which 
or ae ‘ribed for the stock of a Federal Home Loan Bank{.J; 

) [The] the term “home mortgage loan” means a loan 
mi a by a member or a nonmember borrower upon the security 
of a home mortgage[. 

(6) [The] the term “home mortgage’’ means a mortgage upon 
real estate, in fee simple, or on a leasehold (1) under a lease for 
not less than ninety-nine years which is [renewable] renewable, or 
(2) under a lease having a period of not less than fifty years to run 
from the date the mortgage was executed, upon which there is 
located a dwelling for not more than four families, and shall in- 
clude, in addition to first mortgages, such classes of first liens as 
are commonly given to secure advances on real estate by institu- 
tions authorized under this Act to become members, under the 
laws of the State in which the real estate is located, together with 
the credit instruments, if any, secured thereby[.]; 

7) [The] the term ‘unpaid principal,’ when used in respect of 
a loan secured by a home [mortgage] mortgage, means the 
principal thereof less the sum of (1) payments made on such 
principal, and (2) in cases where shares or stock are pledged as 
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security for the loan, the payments made on such shares or stock 
plus earnings or dividends apportioned or credited thereon[.]; 

(8) [An] an “amortized” [or ‘‘installment’’] home mortgage 
loan shall, for the purposes of this Act, be a home mortgage loan 
to be repaid or liquidated in not less than [eight] siz years from 
the date the loan was made by means of regular weekly, monthly, 
or quarterly payments made directly in reduction of the debt or 
upon stock or shares pledged as collateral for the repayment of 
such loan[.]; and 

(9) [The] the term “nonmember borrower”’ [includes an insti- 
tution authorized to secure advances from a Federal Home Loan 
Bank under the provisions of section 6 (e)] means a nonmember 
mortgagee as referred to in section 10A. 


§ 3. Federal Home Loan Bank districts [12 U.S. C., sec. 1423; F. H. 
L. B. Act, sec. 3] 

[As soon as practicable the board shall divide the continental 
United States, Puerto Rico, the Virgin Islands, Guam, and the Terri- 
tories of Alaska and Hawaii into not less than eight nor more than 
twelve districts. Such districts shall be apportioned with due regard 
to the convenience and customary course of business of the institutions 
eligible to and likely to subscribe for stock of a Federal Home Loan 
Bank to be formed under this Act, but no such district shall contain a 
fractional part of any State. The districts thus created may be 
readjusted and new districts may from time to time be created by the 
board, not to exceed twelve in all. Such districts shall be known as 
Federal Home Loan Bank districts and may be designated by number. 
As soon as practicable the board shall establish, in each district, a 
Federal Home Loan Bank at such city as may be designated by the 
board.] The districts heretofore created or readjusted under this section 
as formerly in force may be readjusted and new districts may from time 
to time be created by the Board, not to exceed twelve in all. No such dis- 
trict shall contain a fractional part of any State. There shall be, in each 
district, a Federal Home Loan Bank at such city as has heretofore been 
designated under this section as formerly in force or as may be designated 
by the Board. Its title shall include the name of the city at which it is 
established. 


§ 4. Eligibility of members [12 U.S. C., sec. 1424; F. H. L. B. Act, 
sec. 4] 

(a) Any building and loan association, savings and loan association, 
cooperative bank, homestead association, insurance company, or 
savings bank, shall be eligible to become a member of [,, or a non- 
member borrower of, ] a Federal Home Loan Bank if such institution 
(1) is duly organized under the laws of any State or of the United 
States; (2) is subject to inspection and regulation under the banking 
laws, or under similar laws, of the State or of the United States; and 
(3) makes such home mortgage loans as, in the judgment of the 
[board] Board, are long-term loans (and in the case of a savings 
bank, if, in the judgment of the [board] Board, its time deposits 
[, as defined in section 19 of the Federal Reserve Act,] warrant its 
making such loans), and the Board shall have power by regulations or 
otherwise to define the term “‘time deposits’ as used in this sentence. 
No institution shall be eligible to become a member of [, or a non- 
member borrower of, J] a Federal Home Loan Bank if, in the judgment 
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of the [board] Board, its financial condition is such that advances 
may not safely be made to such institution or the character of its 
management or its home-financing policy is inconsistent with sound 
and economical home financing, or with the purposes of this Act. 

(b) An institution eligible to become a member or a nonmember 
borrower under this [section] Act may become a member only of, or 
secure advances from, the Federal Home Loan Bank of the district in 
which is located the institution’s principal place of business, or of the 
bank of a district adjoining such district, if demanded by convenience 
and then only with the approval of the [board] Board. 

(c) Notwithstanding the provisions of clause (2) of subsection (a) 
of this section requiring inspection and regulation under law as a con- 
dition with respect to eligibility for membership, any building and 
loan association which would be eligible to become a member of a 
Federal Home Loan Bank except for the fact that it is not subject to 
inspection and regulation under the banking laws or similar laws of 
the State in which such association is organized shall, upon subjecting 
itself to such inspection and regulation as the [board] Board shall 
prescribe, be eligible to become a member. 

(d) It shall not be lawful for any uninsured member of a Federal Home 
Loan Bank to advertise or represent in any way, off the premises on which 
is situated its main office or any branch office or agency thereof, that it is a 
member of a Federal Home Loan Bank or is otherwise associated with the 
Federal Home Loan Bank System or to so use for advertising, display, or 
publicity purposes any insignia, emblem, or indicia designed to identify 
such member with a Federal Home Loan Bank or the Federal Home Loan 
Bank System, except as the Board may erpressly authorize by regulation 
referring to this subsection. Any uninsured member that violates any pro- 
vision of this subsection shall be subject to a penalty of $1,000, which the 
Board may recover for its use. As used in this section, the term “unin- 
sured member” means a member the accounts of which are not insured by 
the Federal Savings and Loan Insurance Corporation. 


§ 5. Limitation on interest rate [12 U.S. C., sec. 1425; F. H. L. B. Act, 
sec. 5] 

No institution shall be admitted to or retained in membership, or 
granted the privileges of nonmember borrowers, if the combined total 
of the amounts paid to it for interest, commission, bonus, discount, 
premium, and other similar charges, less a proper deduction for all 
dividends, refunds, and cash credits of all kinds, creates an actual 
net cost to the [home owner] homeowner in excess of the maximum 
legal rate of interest or, in case there is a lawful contract rate of inter- 
est applicable to such transactions, in excess of such rate (regardless of 
any exemption from usury laws), or, in case there is no legal rate of 
interest or lawful contract rate of interest applicable to such trans- 
actions, in excess of 8 per centum per annum in the State where such 
property is located. This section applies only to home mortgage 
loans made after [the enactment of this Act] July 22, 1932. 

§ 5A. Liquidity requirement [12 U.S. C., sec. 1425a; F. H. L. B. Act, 
sec. 5A 

No member of a Federal Home Loan Bank shall make or purchase 
any loan at any time when its cash and obligations of the United States 
are not equal to such amount as the [Home Loan Bank] Board shall 
by regulations prescribe: Provided, That such amount shall not be less 











174 FINANCIAL INSTITUTIONS ACT OF 1957 





than 4 per centum or more than 8 per centum of the obligation of the 
member on withdrawable accounts or, in the case of any member 
insurance company, such other base as the Board may determine to 
be comparable. The Board is authorized in said regulations to pre- 
scribe from time to time different amounts, within the limitations 
hereinbefore specified, for different classes of member institutions, 
and for such purposes the Board is authorized to classify such members 
according to type of institution, size, location, rate of withdrawals, 
or such other basis or bases of differentiation as the Board may 
deem to be reasonably necessary or appropriate for effectuating the 
purposes hereof. Failure to comply with the provisions hereof shall 
constitute ground for removal from membership. [This section shall 
be effective six months after the date of its enactment.] 


§ 6. Capital of Federal Home Loan Banks [12 U. S. C., sec. 1426; 
F. H. L. B. Act, sec. 6] 


(a) [As soon as practicable after the enactment of this Act, the 
board, with the approval of the Secretary of the Treasury, shall 
determine the minimum capital of each Federal Home Loan Bank 
which shall be not less than $5,000,000. The board shall, as soon as 
practicable thereafter, open books in each district established under 
section 3 for subscription to the capital stock of the Federal Home 
Loan Bank of the district.] The capital stock of each Federal Home 
Loan Bank shall be divided into shares of a par value of $100 each. 
Stock shall be issued at such price not less than par as may be fixed by 
the Board. 

[(b) The capital stock of each Federal Home Loan Bank shall be 
divided into shares of a par value of $100 each. The minimum 
capital stock shall be issued at par. Stock issued thereafter shall be 
issued at such price not less than par as may be fixed by the board.] 

[(c)] (6) The original stock subscription for each institution eligible 
to become a member under section 4 shall be an amount equal to [1] 
2 per centum of the aggregate of the unpaid principal of the sub- 
scriber’s home mortgage loans, home-purchase contracts, and similar 
obligations; but not less than $500. The [board] Poard shall from 
time to time adjust the amount of stock held by each member so that, 
as nearly as possible, such member shall at all times have invested in 
the stock of the Federal Home Loan Bank at least an amount calcu- 
lated in the manner provided in the preceding sentence (but not less 
than $500). If the [board] Roard finds that the investment of any 
member in stock is greater than that required under this section, 
upon application of such member, the bank shall pay such member 
for each share of stock in excess of the amount so required an amount 
equal to the value of such stock, or, at the election of the bank, the 
whole or any part of the payments which would be so made shall be 
credited upon the indebtedness of the member to the bank. In either 
such event, stock equal in value to the amount of the payment or 
credit, or both, as the case may be, shall be surrendered and canceled. 
No share of stock shall be surrendered and canceled if the effect of 
such surrender and cancellation would be to violate the provisions of 
section 10 (c) requiring the amount of stock held by such member to 
equal at least one-twelfth of the outstanding advances to such member. 

[(d)] (c) Stock subscriptions [other than by the United States] 
shall be paid for in cash, and shall be paid for at the time of applica- 
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tion therefor, or, at the election of the subscriber, in. installments, 
but not less than one-fourth of the total amount payable shall be 
paid at the time of filing application, and a further sum of not less 
than one-fourth of such total shall have been paid at the end of each 
succeeding period of four months. 

[(e) If the law of the State under which an institution described in 
section 4 operates does not permit such institution to subscribe for 
stock in the Federal Home Loan Bank but if such institution has the 
power to borrow money and give security therefor, the board may 
permit such institution to obtain advances on the same terms and con- 
ditions and subject to the same limitations as members (except that 
such institution shall not be required, during the period during which 
advances may be made under this subsection, to subscribe for stock in 
the Federal Home Loan Bank or to deposit such stock as collateral 
security as required in section 10), but such institution shall be re- 
quired to keep on deposit such security, in addition to home mortgages, 
for such advances, as the board shall determine, which shall equal in 
value 1 per centum of the aggregate unpaid principal of such institu- 
tion’s home mortgage loans (but not less than $500). No advance to 
any such institution shall be made under authority of this subsection 
after the State in which the institution is organized enacts legislation 
authorizing such institution to subscribe for Federal Home Loan Bank 
stock or after the expiration of the next regular session of the legis- 
lature of such State begun after the enactment of this Act, whichever 
is earlier. If, at the end of such time, such institution is not author- 
ized to subscribe for stock, the bank shall proceed to liquidate the 
indebtedness of such institution to the bank and to terminate its 
relations with such institution. No advance shall be made under 
authority of this subsection which matures more than one year after 
the advance is made, but the bank may renew any such advance for 
yearly periods, or less, thereafter. The maturity of no advance 
authorized under this subsection shall be later than the time of the 
enactment of legislation authorizing such institution to become a 
member or the expiration of such session of the legislature of the 
State, whichever is earlier. 

[(f) The Secretary of the Treasury shall subscribe, on behalf of the 
United States, for such part of the minimum capital of each Federal 
Home Loan Bank as is not subscribed for by members under subsec- 
tion (c) of this section within thirty days after books have been opened 
for stock subscriptions as provided in subsection (a). Payments for 
stock subscriptions by the Secretary of the Treasury shall be subject 
to call in whole or in part by the board, with the approval of the Secre- 
tary of the Treasury, at such time or times as may be deemed advis- 
able. Each Federal Home Loan Bank receiving such payments shall 
issue receipts therefor to the Secretary of the Treasury, and such 
receipts shall be evidence of the stock ownership of the United States. 
The aggregate amount expended by the United States for the purchase 
of stock under this Act shall not exceed $125,000,000. The Recon- 
struction Finance Corporation Act, approved January 22, 1932, is 
amended by adding at the end of section 2 thereof the following new 
paragraph: 

[‘‘In order to enable the Secretary of the Treasury to make pay- 
ments upon stock of the Federal Home Loan Banks subscribed for by 
him in accordance with the Federal Home Loan Bank Act, the sum 
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of $125,000,000, or so much thereof as may be necessary for such pur- 
pose, is hereby allocated and made available to the Secretary of the 
Treasury out of the capital of the corporation and/or the proceeds of 
notes, debentures, bonds, and other obligations issued by the corpo- 
ration. For the purposes of this paragraph, the corporation shall 
issue such notes, bonds, debentures, and other obligations as may be 
necessary.” 

[(g) After the amount of capital of a Federal Home Loan Bank 
paid in by members equals the amount paid in by the Secretary of 
the Treasury under subsection (f), such bank shall apply annually to 
the payment and retirement of the shares of the capital stock held 
by the United States, 50 per centum of all sums thereafter paid in as 
capital until all such capital stock held by the United States is retired 
at par. Stock held by the United States may at any time, in the dis- 
eretion of the Federal Home Loan Bank, and with the approval of 
the board, be paid off at par and retired in whole or in part; and the 
board may at any time require such stock to be paid off at par and 
retired in whole or in part if in the opinion of the board the Federal 
Home Loan Bank has resources available therefor: Provided, That 
aah dividends, as provided in subsection (k), have been 
paid. 

[(h)] (d) Stock subscribed for [otherwise than by the United 
States,] and the right to the proceeds thereof, shall not be trans- 
ferred or hypothecated except as hereinafter provided and the cer- 
tificates therefor shall so state. 

[(i)] (e) Any member other than a Federal savings and loan asso- 
ciation may withdraw from membership in a Federal Home Loan Bank 
six months after filing with the [board] Board written notice of 
intention so to do, and the [board] Board may, after hearing, remove 
any member from membership, or deprive any nonmember borrower 
of the privilege of obtaining further advances, if, in the opinion of the 
[board] Board, such member or nonmember borrower (i) has failed 
to comply with any provision of this Act or regulation of the [board] 
Board made pursuant thereto; (ii) is insolvent: Provided, That any 
member of a bank which is a building and loan association, savings 
and loan association, cooperative bank, or homestead association shall 
be deemed insolvent if the assets of such member are less than its 
obligations to its creditors and others, including the holders of its 
withdrawable accounts; or (iii) has a management or home-financing 
policy of a character inconsistent with sound and economical home 
financing or with the purposes of this Act. In any such case, the 
indebtedness of such member or nonmember borrower to the Federal 
Home Loan Bank shall be liquidated, and the capital stock in the 
Federal Home Loan Bank owned by such member shall be surrendered 
and canceled. Upon the liquidation of such indebtedness such member 
or nonmember borrower shall be entitled to the return of its collateral, 
and, upon surrender and cancellation of such capital stock, the mem- 
ber shall receive a sum equal to its cash paid subscriptions for the 
capital stock surrendered, except that if at any time the [board] 
Board finds that the paid-in capital of a Federal Home Loan Bank is 
or is likely to be impaired as a result of losses in or depreciation of the 
assets held, the Federal Home Loan Bank shall on the order of the 
[board] Board withhold from the amount to be paid in retirement of 
the stock a pro rata share of the amount of such impairment as 





FINANCIAL INSTITUTIONS ACT OF 1957 177 


determined by the [board] Board. The Board shall have power by 
regulations or otherwise to define, for the purposes of this subsection, 
management or home-financing policy of a character inconsistent with 
sound and economical home financing or with the purposes of this Act. 

[(j)] (f) A Federal Home Loan Bank may, with the approval of 
the [board] Board, permit the disposal of stock to another member, 
or to an institution eligible to become a member, but only to enable 
such an institution to become a member. 

[(k)] (9) All stock of any Federal Home Loan Bank shall share in 
dividend distributions without preference. 

[(1) Within one year after the enactment of this subsection, each 
member of each Federal Home Loan Bank shall acquire and hold and 
thereafter maintain its stock holding in an amount equal to at least 
2 per centum of the aggregate of the unpaid principal of such mem- 
ber’s home mortgage loans, home-purchase contracts, and similar 
obligations, but not less than $500. Such stock in excess of the amount 
hereby required may be purchased from time to time by members and 
may be retired from time to time as heretofore. One year after the 
enactment of this subsection, each Federal Home Loan Bank shall 
retire and pay off at par an amount of its stock held by the Secretary 
of the Treasury equivalent to the amount of its stock held by its 
members in excess of the amount required to be held by them by the 
first two sentences of subsection (c) of this section immediately prior 
to the enactment of this subsection and annually thereafter each 
Federal Home Loan Bank shall retire an amount of such Government 
stock equivalent to 50 per centum of the net increase of its stock held 
by members since the last previous retirement: Provided, That none 
of such Government capital shall at any time be retired so as to reduce 
the aggregate capital stock, reserves, surplus, and undivided profits of 
the Federal Home Loan Banks to less than $200,000,000: Provided 


further, That notwithstanding any provision of this subsection, noth- 


ing in this subsection shall limit or affect the operation of subsection 
(g) of this section.] 


§ 7. Management of banks [12 U.S. C., sec. 1427; F. H. L. B. Act, 
sec. 7] 

(a) The management of each Federal Home Loan Bank shall! be 
vested in a board of twelve directors, all of whom shall be citizens of 
the United States and bona fide residents of the district in which such 
bank is located: Provided, That the [board] Poard may by regulation 
increase the number of elective directors of any Federal Home Loan 
Bank having a district which includes five or more States to a number 
not exceeding twice the number of States comprising such district, but 
such additional elective directors shall be apportioned as nearly as may 
be practicable in the same manner and order as is provided for the 
apportionment of elective directors under subsections (c) and (d) 
hereof: Provided further, That there shall be not less than one elective 
director from any of the States nor more than three elective directors 
from any of the States in any district referred to in the preceding 
proviso and in no event shall the total number of elective directors in 
any one district exceed eleven. The term “States” as used in the pre- 
ceding provisos shall mean the States of the Union and the District of 
Columbia. 
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(b) Four of such directors shall be appointed by the Board and 
shall hold office for terms of four years [; except that the terms of office 
of the two such directors heretofore appointed shall expire at the end 
of the calendar years 1936 and 1937, respectively, and the terms of 
office of the first two such directors hereafter appointed shall expire 
at the end of the calendar years 1938 and 1939, respectively]: Pro- 
vided, That in the fixing of the initial terms of appointive directorships of 
any Federal Home Loan Bank one such term shall expire at the end of the 
first, one at the end of the second, one at the end of the third, and one at the 
end of the fourth year beginning on the first day of January next following 
the commencement of said terms. 

(c) Six of such directors, two of whom shall be known as class A 
directors, two of whom shall be known as class B directors, and two 
of whom shall be known as class C directors, shall be elected as pro- 
vided in subsection (e), and shall hold office for terms of two years 
[except that the terms of office of the directors heretofore elected or 
appointed shall expire at the end of the terms for which they were 
elected or appointed J. 

(d) Two of such directors shall be elected by the members of the 
Federal Home Loan Bank without regard to classes under rules and 
regulations to be prescribed by the Board, and shall hold office for 
terms of two years [;; except that the term of office of one of the direc- 
tors first elected under this subsection shall expire at the end of the 
calendar year 1936]. 

(e) The [board] Board shall divide all the members of each Federal 
Home Loan Bank into three groups which shall be designated as groups 
A, B, and C, which groups shall represent, respectively, and as fairly 
as may be, group A, the large, group B, the medium-sized, and group 
C, the small members, the size of such members to be determined 
according to the aggregate unpaid principal of the member’s home 
mortgage loans. The [board] Board may revise the membership of 
such groups from time to time. Of the directors elected as hereinafter 
provided, each class A director shall be an officer or director of a mem- 
ber in group A, each class B director shall be an officer or director of 
a member in group B, and each class C director shall be an officer or 
director of a member in group C. Each member shall be entitled to 
nominate suitably qualified persons for election as directors of the class 
corresponding to the group to which such member belongs [,] and 
shall cast one vote for each director in its class. The directors of each 
class shall be nominated and elected in accordance with such rules 
and regulations as may be prescribed by the [board] Board. 

(f) Toy director appointed or elected as provided in this section 
to fill a vacancy shall hold office only until the expiration of the term 
of his predecessor: Provided, That if any director shall cease to have 
the qualifications set forth in subsection (a), or of any elective director 
shall cease to have the qualification set forth in the third sentence of 
subsection (e) or any similar qualification imposed by regulation under 
the first proviso to the first sentence of subsection (a), the office held by 
such director shall immediately become vacant, but such director may 
continue to act as such director until his successor shall have qualified or 
the term of such office shall have expired, whichever shall first occur. 

(g) The [board] Board shall designate one of the directors of each 
bank to be chairman, and one to be vice-chairman, of the board of 
directors of such bank. 
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(h) If at any time when nominations are required, members shall 
hold less than $1,000,000 of the capital stock of the Federal Home Loan 
Bank, the [board] Board shall appoint a director or directors to fill 
the place or places for which such nominations are required, and the 
Board may, prior to the filing of the certificate mentioned in section 12, 
appoint directors who shall be respectively designated by it as appointive 
directors and as elective directors, including class directors, in accordance 

with the provisions of this section. A director so appointed shall serve 
until the expiration of the calendar year during which he takes office. 

(i) Each bank may pay its directors reasonable compensation for 
the time required of them, and their necessary expenses, in the per- 
formance of their duties, in accordance with the resolutions adopted by 
such directors, subject to the approval of the [board] Board. 

(j) Such board of directors shall administer the affairs of the bank 
fairly and impartially and without discrimination in favor of or 
against any member or nonmember borrower, and shall, subject to 
the provisions hereof, extend to each institution authorized to secure 
advances such advances as may be made safely and reasonably with 
due regard for the claims and demands of other institutions, and with 
due regard to the maintenance of adequate credit standing for the 
Federal Home Loan Bank and its obligations. 


§ 8. Examinations and studies by the Board [12 U. S. C., sec. 1428; 
F. H. L. B. Act, sec. 8] 

The [board] Board shall cause to be made from time to time exami- 
nations of the laws of the various States of the United States and the 
regulations and procedure thereunder governing conditions under 
which institutions of the kinds which may become members or non- 
member borrowers under this Act are permitted to be formed or to 
do business, or relating to the conveying or recording of land titles, 
or to homestead and other rights, or to the enforcement of the rights of 
holders of mortgages on lands securing loans, or otherwise. If any 
such examination shall indic ate, in the opinion of the [board] Board, 
that under the laws of any suc h State or the regulations or procedure 
thereunder there would be inadequate protection to a Federal Home 
Loan Bank in making or collecting advances under this Act, the 
[board] Board may withhold or limit the operation of any Federal 
Home Loan Bank m such State until satisfactory conditions of law, 
regulations, or procedure shall be established. In any State where 
State examination of members or nonmember borrowers is deemed 
inadequate for the purposes of the Federal Home Loan Banks, the 
[board] Board shall establish such examination, all or part of the 
cost of which may be considered as part of the cost of making advances 
in such State. The banks and/or the [board] Board may make 
studies of trends of home and other property values, methods of 
appraisals, and other subjects such as they may deem useful for the 
general guidance of their policies and operations and those of institu- 
tions authorized to secure advances. 


§ 8A. Federal Savings and Loan Advisory Council [12 U.S. C., sec 
1428a; F. H. L. B. Act, sec. 8a] 

There is hereby created a Federal Savings and Loan Advisory 
Council[,,] which shall consist of one member for each Federal Home 
Loan Bank district to be elected annually by the board of directors of 
the Federal Home Loan Bank in such district and six members to be 
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appointed annually by the Board. Each such elected member shall at 
the time of his election be a resident of the district for which he is 
elected. All members of the Council shall serve without compensation, 
but shall be entitled to reimbursement from the Board for traveling 
expenses incurred in attendance at meetings of such Council. The 
Council shall meet at Washington, District of Columbia, at least twice 
a year and oftener if requested by the Board. The Council may select 
its chairman, vice chairman, and secretary, and adopt methods of pro- 
cedure, and shall have power— 

(1) [To] to confer with the Board [and board of trustees of 
the Federal Savings and Loan Insurance Corporation] on general 
business conditions, and on special conditions affecting the Fed- 
eral Home Loan Banks and their members and [such] the Fed- 
eral Savings and Loan insurance Corporation[.]; 

(2) [To] to request information, and to make recommenda- 
tions, with respect to matters within the jurisdiction of the 
Board [and the board of trustees of such Corporation]. 


§ 9. Eligibility to secure advances [12 U.S. C., sec. 1429; F. H. L. B. 
Act, sec. 9] 

Any member or nonmember borrower of a Federal Home Loan 
Bank shall be entitled to apply in writing for advances. Such applica- 
tion shall be in such form as shall be required by the Federal Home 
Loan Bank with the approval of the [board] Board. Such Federal 
Home Loan Bank may at its discretion deny any such application, or, 
subject to the approval of the [board] Board, may grant it on such 
conditions as the Federal Home Loan Bank may prescribe. 


§ 10. Advances to members [12 U.S. C., sec. 1430; F. H. L. B. Act, 
sec. 10] 


(a) Each Federal Home Loan Bank is authorized to make advances 
to its members, upon the security of home mortgages, or obligations of 
the United States, or obligations fully guaranteed by the United 
States, subject to such regulations, restrictions, and limitations as the 
Board may prescribe. Any such advance shall be subject to the fol- 
lowing limitations as to amount: 

(1) “Tf secured by a mortgage insured under [the provisions of title 
I, title II, title VI, title VIII, or title [X] any provision of the National 
Housing ‘Act as heretofore or ‘hereafter i in force, or guaranteed under any 
provision of the Servicemen’s Readjustment Act ‘of 1944 as so in force, the 
advance may be for an amount not in excess of 90 per centum of the 
unpaid principal of the mortgage loan. 

(2) If secured by a home mortgage given in respect of an amortized 
home mortgage loan [which was for an original term of six years or 
more, or in cases where shares of stock, which are pledged as security 
for such loan, mature in a period of six years or more], the advance 
may be for an amount not in excess of 65 per centum of the unpaid 
principal of the home mortgage loan; but in no case shall the amount 
of the advance exceed 60 per centum of the value of the real estate 
securing the home mortgage loan. 

(3) If secured by a home mortgage given in respect of any other 
home mortgage loan, the advance shall [not] be for an amount not in 
excess of 50 per centum of the unpaid principal of the home mortgage 
loan; but in no case shall the amount of such advance exceed 40 per 
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centum of the value of the real estate securing the home mortgage 
loan. 

(4) If secured by obligations of the United States, or obligations 
fully guaranteed by the United States, the advance shall [not] be for 
an amount not in excess of the face value of such obligations, 

(b) No home mortgage shall be accepted as collateral security for 
an advance by a Federal Home Loan Bank if, at the time such advance 
is made (1) the home mortgage loan secured by it has more than 
twenty-five years to run to maturity, unless such home mortgage is 
insured under the National Housing Act, as amended, or insured or 
guaranteed under the Servicemen’s Readjustment Act of 1944, as 
amended, or (2) the home mortgage exceeds $35,000, or (3) is past due 
more than six months when presented, unless the amount of the debt 
secured by such home mortgage is less than 50 per centum of the value 
of the real estate [with respect to which the home mortgage was 
given, as such real estate was appraised when the home mortgage was 
made ] securing the mortgage loan. For the purposes of this subsection 
and subsection (a) the value of real estate shall be as of the time the 
advance is made and shall be established by such certification by the 
borrowing institution, or such other evidence, as the [board] Board 
may require. For the purposes of this section, each Federal Home 
Loan Bank shall have power to make, or to cause or require to be 
made, such appraisals and other investigations as it may deem neces- 
sary. No home mortgage otherwise eligible to be accepted as collateral 
security for an advance by a Federal Home Loan Bank shall be ac- 
cepted if any director, officer, employee, attorney, or agent of the 
Federal Home Loan Bank or of the borrowing institution is personally 
liable thereon, unless the [board] Board has specifically approved by 
formal resolution such acceptance. 

(c) Such advances shall be made upon the note or obligation of the 
member secured as provided in this section, bearing such rate of 
interest as the [board] Board may approve or determine, and the 
Federal Home Loan Bank shall have a lien upon and shall hold the 
stock of such member as further collateral security for all indebted- 
ness of the member to the Federal Home Loan Bank. At no time 
shall the aggregate outstanding advances made by any Federal Home 
Loan Bank to any member exceed twelve times the amounts paid in 
by such member for outstanding capital stock held by it [, or made 
to a nonmember borrower exceed twelve times the value of the 
security required to be deposited under section 6 (e) J. 

(d) The institution applying for an advance shall enter into a 
primary and unconditional obligation to pay off all advances, together 
with interest and any unpaid costs and expenses in connection there- 
with according to the terms under which they were made, in such 
form as shall meet the requirements of the bank and the approval of 
the [board] Board. The bank shall reserve the right to require at 
any time, when deemed necessary for its protection, deposits of addi- 
tional collateral security or substitutions of security by the borrowing 
institution, and each borrowing institution shall assign additional or 
substituted security when and as so required. Subject to the approval 
of the [board] Board, any Federal Home Loan Bank shall have 
power to sell to any other Federal Home Loan Bank, with or without 
recourse, any advance made under the provisions of this Act, or to 
allow to such bank a participation therein, and any other Federal 
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Home Loan Bank shall have power to purchase such advance or to 
accept a participation therein, together with an appropriate assign- 
ment of security therefor. 

(e) Subject to such restrictions, limitations, and conditions as the 
Board by regulations or otherwise may prescribe, security required or 
permitted to be taken by a Federal Home Loan Bank under this section 
or otherwise may be taken by pledge, assignment, or equitable or other 
lien, and may be placed unth or left with the member or nonmember 
borrower under trust receipt or other agreement. 

[Sxec. 10a. Until July 1, 1936, each Federal Home Loan Bank is 
authorized to make advances to its members, in order to enable such 
members to finance home repairs, improvements, and alterations. 
Such advances shall not be subject to the provisions and restrictions 
of section 10 of this Act, but shall be made upon the security of notes 
representing obligations incurred pursuant to, and insurable under, 
section 2 of the National Housing Act. Advances made under the 
terms of this section shall be at such rates of interest and upon such 
terms and conditions as shall be determined by the Federal Home 
Loan Bank Board.] 


§ [10b.] 10A. Advances to nonmembers [i2 U. 8S. C., sec. 1430a; 
F. H. L. B. Act, sec. ida] 

Each Federal Home Loan Bank is authorized to make advances to 
nonmember mortgagees approved under title II of the National 
Housing Act. Such mortgagees must be chartered institutions having 
succession and subject to the inspection and supervision of some 
governmental agency, and whose principal activity in the mortgage 
field must consist of lending their own funds. Such advances shall 
not be subject to the other provisions and restrictions of this Act, but 
shall be made upon the security of insured mortgages, insured under 
title II of the National Housing Act. Advances made under the 
terms of this section shall be at such rates of interest and upon such 
terms and conditions as shall be determined by the Federal Home Loan 
Bank Board, but no advance may be for an amount in excess of 90 per 
centum of the unpaid principal of the mortgage loan given as security. 


§ 11. General powers and duties of banks [12 U. S. C., sec. 14381; 
F.H. L. B. Act, sec. 11] 

(a) Each Federal Home Loan Bank shall have power, subject to 
rules and regulations prescribed by the [board] Board, to borrow and 
give security therefor and to pay interest thereon, to issue debentures, 
bonds or other obligations upon such terms and conditions as the 
[board] Board may approve, and to do all things necessary for 
carrying out the provisions of this Act and all things incident thereto. 
Debentures, bonds, or other obligations issued or purporting to be issued 
under this subsection or under subsection (b) or subsection (c) shall be 
valid and binding noturthstanding that a person or persons purporting 
to have executed or attested the same may have died, become under dis- 
ability, or ceased to hold office before the issuance thereof. 

(b) The [board] Board may issue consolidated Federal Home Loan 
Bank debentures which shall be the joint and several obligations of 
all Federal Home Loan Banks organized and existing under this Act, 
in order to provide funds for any such bank or banks, and such de- 
bentures shall be issued upon such terms and conditions as the [board] 
Board may prescribe. No such debentures shall be issued at any time 
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if any of the assets of any Federal Home Loan Bank are pledged to 
secure any debts or subject to any lien, and neither the [board] 
Board nor any Federal Home Loan Bank ’shall have power to pledge 
any of the assets of any Federal Home Loan Bank, or voluntarily to 
permit any lien to attach to the same while any of such debentures 
so issued are outstanding. The debentures issued under this section 
and outstanding shall at no time exceed five times the total paid-in 
capital of all the Federal Home Loan Banks as of the time of the 
issue of such debentures. It shall be the duty of the [board] Board 
not to issue debentures under this section in excess of the notes or 
obligations of member institutions held and secured under section 
10 (a) of this Act by all the Federal Home Loan Banks. 

At any time that no debentures are outstanding under this 
Act, or in order to refund all outstanding consolidated debentures 
issued under this section, the [board] Board may issue consolidated 
Federal Home Loan Bank bonds which shall be the joint and several 
obligations of all the Federal Home Loan Banks, and shall be secured 
and be issued upon such terms and conditions as the Board may 
prescribe. 

(d) The [board] Board shall have full power to require any Federal 
Home Loan Bank to deposit additional collateral or to make substi- 
tutions of collateral or to adjust equities between the Federal Home 
Loan Banks. 

(e) Each Federal Home Loan Bank shall have power to accept 
deposits made by members of such bank or by any other Federal 
Home Loan Bank or other instrumentality of the United States, upon 
such terms and conditions as the [board] Board may prescribe, but 
no Federal Home Loan Bank shall transact any banking or other 
business not authorized by this Act. 

(f) The Board is authorized and empowered to permit, or when- 
ever in the judgment of [at least four members of the board] the 
Board an emergency exists requiring such action, to require, Federal 
Home Loan Banks, upon such terms and conditions as the [board] 
Board may prescribe, to rediscount [and discount] the discounted 
notes of members held by other Federal Home Loan Banks, or to 
make loans to, or make deposits with, such other Federal Home Loan 
Banks, or to purchase any [bonds or] debentures, bonds, or other 
obligations issued under this section. 

(g) Each Federal Home Loan Bank shall at all times have at least 
an amount equal to the current deposits received from its members 
invested in (1) obligations of the United States, (2) deposits in banks 
or trust companies, (3) advances with a maturity of not to exceed one 
vear which are made to members [or nonmember borrowers, ] upon 
such terms and conditions as the Board may prescribe, or made to 
nonmember mortgagees under section 10A, and (4) advances with 
maturity of not to exceed one year which are made to members [or 
nonmember borrowers] whose creditor liabilities (not including ad- 
vances from the Federal [home loan bank] Home Loan Bank) do not 
exceed 5 per centum of their net assets, and which may be made with- 
out the security of home mortgages or other security, upon such terms 
and conditions as the Board may prescribe. 

(h) Such part of the assets of each Federal Home Loan Bank (except 
reserves and amounts provided for in subsection (g)) as are not required 
for advances to members or nonmember borrowers, may be invested, 
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to such extent as the bank may deem desirable and subject to such 
regulations, restrictions, and limitations as may be prescribed by the 
[board] Board, in obligations of the United States, in obligations of 
the Federal National Mortgage Association, and in such securities as 
fiduciary and trust funds may be invested in under the laws of the 
State in which the Federal Home Loan Bank is located. 

(i) The Secretary of the Treasury is authorized in his descretion 
to purchase any obligations issued pursuant to this section, as hereto- 
fore, now, or hereafter in force and for such purpose the Secretary 
of the Treasury is authorized to use as a public-debt transaction the 
proceeds of the sale of any securities hereafter issued under the Second 
Liberty Bond Act, as now or hereafter in force, and the purposes for 
which securities may be issued under the Second Liberty Bond Act, 
as now or hereafter in force, are extended to include such purchases. 
The Secretary of the Treasury may, at any time, sell, upon such terms 
and conditions and at such price or prices as he shall determine, any 
of the obligations acquired by him under this subsection. All redemp- 
tions, purc chases, and sales by the Secretary of the Treasury of such 
obligations under this subsection shall be treated as public[-Jdebt 
transactions of the United States. The Secretary of the Treasury 
shall not at any time purchase any obligations under this subsection 
if such purchase would increase the aggregate principal amount of his 
then outstanding holdings of such obligations under this subsection 
to an amount greater than $1.000,000,000. Each purchase of obliga- 
tions by the Secretary of the Treasury under this subsection shall be 
upon such terms and conditions as to yield a return at a rate deter- 
mined by the Secretary of the Treasury, taking into consideration the 
current average rate on outstanding marketable obligations of the 
United States as of the last day of the month prec eding | the making of 
such purchase. 

(j) Notwithstanding the provisions of the first sentence of section 
202 of the Government Corporation Control Act, audits by the General 
Accounting Office of the financial transactions of a Federal Home Loan 
Bank shall not be limited to periods during which Government capital 
has been invested therein. The provisions of the first sentence of 
subsection (d) of section 303 of the Government Corporation Control 
Act shall not apply to any Federal Home Loan Bank. 


§ 12. Incorporation of banks, and corporate powers [12 U.S. C., see. 


1432; F. H. L. B. Act, sec. 12J 


The directors of each Federal Home Loan Bank shall, in accordance 
with such rules and regulations as the [board] Board may prescribe, 
make and file with the [board] Board at the earliest practicable date 
after the establishment of such bank, an organization certificate 
which shall contain such information as the [board] Board may 
require. Upon the making and filing of such organization certificate 
with the [board] Board, such bank shall become, as of the date of - 
execution of its organization certificate, a body corporate, and : 
such and in its name as designated by the [board] Board it shall aa 
power to adopt, alter, and use a corporate seal; to make contracts; 
to purchase or lease and hold or dispose of such real estate as may 
be necessary or convenient for the transaction of its business, but 
no bank building shall be bought or erected to house any such bank, 
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nor shall any such bank make any lease for such purpose which has 
a term of more than ten years; to sue and be sued, to complain, and to 
defend, in any court of competent jurisdiction, [State] State, or Fed- 
eral; to select, employ, and fix the compensation of such officers, 
employees, attorneys, and agents as shall be necessary for the transac- 
action of its business, subject to the approval of the [board] Board; to 
define their duties, require bonds of them and fix the penalties thereof, 
and to dismiss at pleasure such officers, employees, attorneys, and 
agents; and. by its board of directors, to prescribe, amend, and re peal 
[by- laws] bylaws, rules, and regulations governing the manner in 
which its affairs may be administe red ; and the powers granted to it by 
law may be exercised and enjoyed subject to the approval of the 
[board] Board. [The president of a Federal Home Loan Bank may 
also be a member of the board of directors thereof, but no other], No 
officer, employee, attorney, or agent of [such bank] a Federal Home 
Loan Bank, who receives compensation from any Federal Home Loan 
Bank, may be a member of the board of directors. Notwithstanding 
section 1349 of title 28 of the United States Code or any other provision of 
law, a Federal Home Loan Bank (a) shall be deemed to be an agency 
included in sections 13845 and 1442 of said title, and (6) may remove actions 
and prosecutions under subse tion (a) of said section 1442, or separate and 
independent claims or causes of action under subsection (ec) of section 1441 
of said title, without regard to any restriction or requirement imposed 
by said subsections. No attachment or execution shall be issued against 
any Federal Home Loan Bank or its property before final judgment in 
any court of any State or of the United States or any District, Terri- 
tory, or possession thereof, or any other court. Each such bank shall 
have all such incidental powers, not inconsistent with the provisions:of 
this Act, as are customary and usu: a in corporations generally. 


§ 13. Exemption from taxation [12 U.S. C., see. 1433; F. H. L. B. Act, 
sec. 1433] 


Any and all notes, debentures, bonds, and other such obligations 
issued by any bank, and consolidated Federal Home Loan Bank bonds 
and debentures, shall be exempt both as to principal and interest from 
all taxation (except surtaxes, estate, inheritance, and gift taxes) now 
or hereafter imposed by the United States, by any Territory, depend- 
ency, or possession thereof, or by any State, county, munic ipality, or 
local taxing authority. The bank, including its franchise, its capital, 
reserves, and surplus, its advances, and its income shall be exempt 
from all taxation now or hereafter imposed by the United States, by 
any Territory, dependency, or possession thereof, or by any State; 
county, municipality, or local taxing authority; except that [in] any 
real property of the bank shall be subject to State, Territorial, county, 
municipal, or local taxation to the same extent according to its value 
as other real property is taxed. [The notes, de ‘bentures, and bonds 
issued by any bank, with unearned coupons attached, shall be accepted 
at par by such bank in payment of or as a credit against the obligation 
of any home-owner debtor of such bank.J Nothing in this section 
shall affect the applicability of the Public Debt Act of 1941 as amended 
and in force immediately prior to the effective date of this sentence or as 
heretofore in force. 
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§ 14. Depositaries and financial agents [12 U. S. C., sec. 1434; 
F. H. L. B. Act, see. 14] 


When designated for that purpose by the Secretary of the Treasury, 
each Federal Home Loan Bank shall be a depositary of public money, 
except receipts from customs, under such regulations as may be 
prescribed by said Secretary; and it may also be employed as a 
financial agent of the Government; and it shall perform all such reason- 
able duties as depositary of public money and financial agent of the 
Government as may be required of it. 


§ 15. Obligations of banks [12 U. S. C., sec. 1435; F. H. L. B. Act, 
sec, 15] 

Obligations of the Federal Home Loan Banks issued with the 
approval of the [board] Board under this Act shall be lawful invest- 
ments, and may be accepted as security, for all fiduciary, trust, and 
public or other funds the investment or deposit of which shall be 
under the authority or control of the United States, the District of 
Columbia, Puerto Rico, or any Territory or possession of the United 
States, any county or municipality of any of the foregoing, any political 
subdivision of any of the same, any court or any corporate or other 
agency or instrumentality of any of the preceding, or any officer or 
officers [thereof], employee or employees, or agent or agents of any of 
the above: Provided, That nothing in this sentence shall authorize the 
envestment of funds of any Federal Reserve bank in such obligations. 
The Federal Reserve banks are authorized to act as depositaries, 
custodians, and/or fiscal agents for Federal Home Loan Banks in 
the general performance of their powers under this Act. All obliga- 
tions of Federal Home Loan Banks shall plainly state that such 
obligations are not obligations of the United States and are not 
guaranteed by the United States. 


§ 16.. Reserves and dividends [12 U.S. C., sec. 1436; F. H. L. B. Act, 
sec. 16] 

Each Federal Home Loan Bank shall carry to a reserve account 
semiannually an amount at least equal to 20 per centum of its net 
earnings until said reserve account shall show a credit balance equal 
to 100 per centum of the paid-in capital of such bank. After said 
reserve has reached 100 per centum of the paid-in capital of said bank, 
an amount at least equal to 5 per centum of its net earnings shall be 
added thereto semiannually. Whenever said reserve shall have been 
impaired below 100 per centum of the paid-in capital it shall be re ‘stored 
before any div idends are paid. Each Federal Home Loan Bank shall 
establish such additional reserves and/or make such [charge-offs] 
chargeoffs on account of depreciation or impairment of its assets as 
the [board] Board shall require from time to time. No dividends 
shall be paid except out of net earnings remaining after all reserves 
and [charge-offs] chargeoffs required under this Act have been pro- 
vided for, and then only with the approval of the [board] Board. 
The reserves of each Federal Home Loan Bank shall be invested, 
subject to such regulations, restrictions, and limitations as may be 
prescribed by the [board] Board, in direct obligations of the United 
States, in obligations of the Federal National Mortgage Association, 
and in such securities as fiduciary and trust funds may be invested in 
under the laws of the State in which the Federal Home Loan Bank is 
located. 
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17. Federal Home Loan Bank Board [i2 U. S. C., see. 1437; 
F. H. L. B. Act, sec. 17] 

(a) [For the purposes of this Act there shall be a board, to be 
known as the ‘“‘Federal Home Loan Bank Board’’, which shall consist 
of five citizens of the United States appointed by the President of the 
United States, by and with the advice and consent of the Senate. Not 
more than three members of the board shall be members of the same 
political party. Each member shall devote his entire time to the busi- 
ness of the board. Before entering upon his duties each of the members 
shall take an oath faithfully to disc harge the duties of his office. The 
President of the United States shall designate one of the members of 
the board to serve for a term of two years, one for three years, one for 
four years, one for five years, and one for six years from the date of the 
enactment hereof, and thereafter the term of each member shall be six 
years from the date of the expiration of the term for which his predeces- 
sor was appointed. Whenever a vacancy shall occur among the mem- 
bers the person appointed to fill such vacancy shall hold office for the 
unexpired portion of the term of the member whose place he is selected 
to fill. Each of the members of the board shall receive a salary at the 
rate of $10,000 per annum: Provided, That during the fiscal year 1933 
the salary shall be $9,000 per annum. The President shall designate 
one of the members as chairman of the board. The chairman shall be 
the chief executive officer of the board and in his absence or disability 
the duties of his office shall be performed by some one of the other 
members to be designated as acting chairman by the chairman in such 
order as he may determine.] The [board] Board shall supervise the 
Federal Home Loan Banks created by this Act, shall perform the other 
duties specifically prescribed by this Act, and shall have power to 
adopt, amend, and require the observance of such rules, regulations, 
and orders as shall be nec essary from time to time for carrying out the 
purposes of the provisions of this Act. The Board shall have power to 
suspend or remove any director, officer, employee, or agent of any 
Federal Home Loan Bank, the cause of such suspension or removal to 
be communicated in writing forthwith to such director, officer, em- 
ployee, or agent and to such Federal Home Loan Bank. Upon the 
expiration of their terms of office members of the Board shall continue to 
serve until their successors are appointed and have qualified, and if at 
any time there shall be less than three members serving on the Board, all 


functions vested in or exercisable by the Board shall vest in and be exereis- 


able by the member or members serving, and authority is hereby conferred 
on such remaining member or members to act by formal resolution or 
otherwise. 

(b) The Home Loan Bank Board which was, pursuant to Reorgan- 
ization Plan Numbered 3 of 1947, established and made a constituent 
agency of the Housing and Home Finance Agency shall, from the 
effective date of the Housing Amendments of 1955, cease to be such a 
constituent agency and shall be an inde ‘pendent agency (including the 
Federal Savings and Loan Insurance Cor poration) in the executive 
branch of the Government: Provided, That the functions vested in the 
Chairman of said [board] Board under clause (2) of the last sentence 
of subsection (b) of section 2 of said reorganization plan are hereby 
transferred to said [board] Board. Notwithstanding any other pro- 
vision of law, [said board] the Board, the Chairman thereof exc ept 
as herein otherwise provided, and the Federal Savings and Loan 
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Insurance Corporation, respectively, shall have and may exercise all 
functions which they respectively had or could exercise, immediately 
prior to the effective date of the Housing Amendments of 1955 or 
immediately prior to the effective date of the Independent Offices 
Appropriation Act, 1955. [Said board] The Board shall annually 
make a report of its operations (including those of the Federal Savings 
and Loan Insurance Corporation) to the Congress as soon as practi- 
cable after the first day of January in each year. The name of the 


Home Loan Bank Board is hereby changed to “Federal Home Loan 
Bank Board’’. 


§ 18. Assessments on banks [12 U.S. C., sec. 1438; F. H. L. B. Act, 
ec. 18] 


[(a) There is hereby authorized to be appropriated the sum of not 
to exceed $300,000 for salaries, travel and subsistence expenses, rents, 
printing and binding, furniture and equipment, law books, books of 
reference, periodic als, newspapers, maps, contract stenographic report- 
ing services, telephone and telegraph services, and all other necessary 
expenses of the board, together with expenses preliminary to the 
organization and establishment of the banks created hereunder, until 
the end of the fiscal year 1933.] 

[(b)] The [board] Board shall have power to levy semiannually 
upon the Federal Home Loan Banks, and they shall pay, on such equi- 
table basis as the [board] Board shall determine, an assessment suffi- 
cient in its judgment to provide for the payment of its estimated ex- 
penses for the half year succeeding the levying of each such assessment 
[, beginning with the second half of the calendar year 1933] (except 
to the extent that it is estimated that such erpenses will be borne from other 
sources), including such amount as the Board may include for the pur- 
pose of providing reasonable working capital, together uith any deficit 
carried forward from the preceding half year. [All expenses of the 
board incurred in carrying out the provisions of this Act, as deter- 
mined by it, beginning July 1 , 1933, shall be paid from the proceeds 
of such assessments, and q ‘Tf any deficiency shall occur in such 
fund at any time between such semiannual assessments the [board] 
Board shall have power to make an immediate assessment against the 
banks to cover such deficiency on the same basis as the original assess- 
ment. If any surplus shall remain from any assessment after the 
expiration of the semiannual period for which it was levied, such sur- 
plus may be deducted from [the next] any following assessment. 


§ 19. Officers and employees [12 U.S. C., sec. 1439; F. H. L. B. Act, 
sec. 19] 

(a) The [board] Board shall have power to select, employ, and fix 
the compensation of such officers, employees, attor neys, and agents 
as shall be necessary for the performance of its duties ‘under this Act 
without regard to the provisions of other laws applicable to the em- 
ployment or compensation of officers, employees, attorneys, and agents 
of the United States. No such officer, employee, attorney, or agent 
shall be paid compensation at a rate in excess of the rate provided 
in the case of members of the [board] Board. The [board] Board 
shall be entitled to the [free] use of the United States mails for its 
official business in the same manner as the executive departments of 
the Government; and shall determine its necessary expenditures under 
this Act and the manner in which they shall be incurred, allowed, and 
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paid. The receipts of the Board derived from assessments upon the 
Federal Home Loan Banks and from other sources (except receipts 
from the sale of consolidated Federal Home Loan Bank bonds and 
debentures issued under section 11) shall be deposited [in the Treas- 
ury ] with the Treasurer of the United States in a special deposit check- 
ing account or accounts, and may be from time to time withdrawn 
therefrom to defray the expenses of the Board and the salaries of its 
members and employees, whose employment, compensation, leave, 
and expenses shall be governed solely by the provisions of this Act, 
specific amendments thereof, and rules and regulations of the Board 
not inconsistent therewith. All necessary expenses in connection 
with the making of supervisory or other examinations (except exami- 
nations of Federal Home Loan Banks), including the provision of 
services and facilities therefor, shall be considered as nonadministra- 
tive expenses. 

(6) It shall not be lawful for any employee of the Board or of the Federal 
Savings and Loan Insurance Corporation to accept employment with any 
member of a Federal Home Loan Bank within two years after terminating 
his employment with the Board or the Corporation except upon approval 
of the Board pursuant to regulations prescribed by the Board. Any 
person convicted of any violation of any provision of this subsection shall 
be fined not more than $10,000 or imprisoned not more than five years, 
or both. 


§ 20. Examinations and reports [12 U.S. C., see. 1440; F. H. L. B. 

Act, sec. 20] 

The [board] Board shall from time to time, at least annually, 

require examinations and reports of condition of all Federal Home 
Loan Banks in such form as the [board] Board shall prescribe and 
shall furnish periodically statements based upon the reports of the 
banks to the [board] Board. For the purposes of this Act, the Home 
Owners’ Loan Act of 1933 as now or hereafter in force, or title IV of the 
National Housing Act as so in force, examiners appointed by the 
[board] Board shall be subject to the same requirements, responsi- 
bilities, and penalties as are applicable to examiners under the Na- 
tional Bank Act and the Federal Reserve Act, and shall have, in the 
exercise of their functions [under this Act], the same powers and 
privileges as are vested in such examiners by law 
§ 21. Reports and records of other agencies [12 U. S. C., sec. 1441; 

F. H. L. B. Act, sec. 21] 

In order to enable the [board] Board to carry out the provi- 
sions of this Act, the Treasury Department, the Comptroller of the 
Currency, the [Federal Reserve] Board of Governors of the Federal 
Reserve System, the Federal Deposit Insurance Corporation and the 
Federal Reserve banks are hereby authorized, under such conditions 
as they may prescribe, to make available to the [board] Board in 
confidence for its use and the use of any Federal Home Loan Bank 
such reports, records, or other information as may be available, re- 
lating to the condition of institutions with respect to which any such 
Federal Home Loan Bank has had or contemplates having trans- 
actions under this Act or relating to persons whose obligations are 
offered to or held by any Federal Home Loan Bank, and to make 
through their examiners or other employees, for the confidential use 
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of the [board] Board or any Federal Home Loan Bank, examinations 
of such institutions. 

(b) Every institution which shall apply for advances under this 
Act shall, as a condition precedent thereto, consent to such exami- 
nation as the bank or the [board] Board may require for the purposes 
of this Act and/or that reports of examinations by constituted author- 
ities may be furnished by such authorities to the bank or the [board] 
Board upon request therefor. 


§ [23] 22. Forms of stocks, debentures, and bonds [12 U. S. C., sec. 
1442; F. H. L. B. Act, see. 22] 

In order that the Federal Home Loan Banks may be supplied with 
such forms of stock, debentures, and bonds as may be necessary under 
this Act, the Secretary of the Treasury is authorized to prepare such 
forms thereof as shall be suitable and approved by the [board] Board, 
which shall be held in the Treasury subject to delivery, upon order 
of the [board] Board. The engraved plates, dies, and bed pieces 
executed in connection therewith shall remain in the custody of the 
Secretary of the Treasury. The board shall reimburse the Secretary 
of the Treasury for any expense incurred in the preparation, custody, 
and delivery of such stock, debentures, and bonds. 

[Sec. 24. (a) Any organization organized under the laws of any 
State and subject to inspection and regulation under banking or 
similar laws of such State shall be eligible to become a member under 
this Act if— 

[(1) it is organized solely for the purpose of supplying credit 
to its members; 

[(2) its membership (A) is confined exclusively to building and 
loan associations, savings and loan associations, cooperative 
banks, and homestead associations; or (B) is confined exclusively 
to savings banks; and 

[(3) of the institutions to which its membership is confined 
which are organized within the State, its membership includes a 
majority of such institutions. 

[(b) In all respects, but subject to such additional rules and regula- 
tions as the board may provide, any such organization shall be a mem- 
ber for = purposes of this Act.] 


§ [25] 23. Succession of Federal Home Loan Banks [12 U.S. C., sec. 
1443. F.H.L. B. Act, sec. 23] 


Each Federal Home Loan Bank shall have succession until dissolved 
by the [board] Poard under this Act or by further Act of Congress. 
§ [26] 24. faa or reorganization of banks [12 U.S. C., see. 

1444: F. H. L. B. Act, sec. 24] 

Whenever the [board] Board finds that the efficient and economical 
accomplishment of the purposes of this Act will be aided by such 
action, and in accordance with such rules, regulations, and orders as 
the [board] Board may prescribe, any Federal Home Loan Bank may 
be liquidated or reorganized, and its stock paid off and retired in w hole 
or in part in connection therewith after paying or making provision for 
the payment of its liabilities. In the case of any such liquidation or 
reorganization, any other Federal Home Loan Bank may, with the 
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approval of the [board] Board, acquire assets of any such liquidated 
or reorganized bank and assume liabilities thereof, in whole or in part. 
In case of the readjustment or creation of any district or districts, the 
Board may, subject to the provisions of subsection (b) of section 4, require 
such transfer of assets and membership, such assumption of liabilities, 
and such other adjustments as it may deem necessary or advisable, but 
notwithstanding this sentence or any other provision of law all debentures 
and bonds issued under subsections (b) and (c) of section 11 and from 
time to time outstanding shall at all times be the joint and several obliga- 
tions of all Federal Home Loan Banks 

§ [27] 25. Eligibility for stock subscription [12 U.S. C., see. 1445; 

F. H. L. B. Act, see . 253 

Any institution, except a national bank, trust company, or other 
banking organization organized under any law of the United States, 
including the laws relating to the District of Columbia, shall be au- 
thorized to subscribe for stock of a Federal Home Loan Bank if other- 
wise eligible to make such subscription under the terms of this Act, 
any provision in any such law to the contrary notwithstanding. 

§ 26. Effect of partial invalidity of Act [12 U.S. C., sec. 1446; F. H. L. B. 
Act, sec. 26] 

If any provision of this Act, or the application thereof to any per- 
son or circumstances, is held invalid, the remainder of the Act, and the 
application of such provision to other persons or circumstances, shall 
not be affected thereby. 

[Sec. 29. That notwithstanding any provisions of law prohibiting 
bonds of the United States from bearing the circulation privilege, for 
a period of three years from the date of enactment of this Act all out- 
standing bonds of the United States heretofore issued or issued during 
such period, bearing interest at a rate not exceeding 3% per centum 
per annum, shall be receivable by the Treasurer of the United States 
as security for the issuance of circulating notes to national banking 
associations, and upon the deposit with the Treasurer of the United 
States by a national banking association of any such bonds, such 
association shall be entitled to receive circulating notes in the same 
manner and to the same extent and subject to the same conditions and 
limitations now provided by law in the case of 2 per centum gold bonds 
of the United States bearing the circulation ope ys? except that the 
limitation contained in section 9 of the Act of July 12, 1882, as 
amended, with respect to the amount of lawful money which may be 
deposited with the Treasurer of the United States by national banking 
associations for the purpose of withdrawing bonds held as security for 
their circulating notes, shall not apply to the bonds of the United States 
to which the circulation privilege is extended by this section and which 
are held as security for such notes. Nothing contained in this section 
shall be construed to modify, amend, or repeal any law relating to 
bonds of the United States which now bear the circulation privilege. 

[As used in this section, the word ‘‘bonds” shall not include notes, 
certificates, or bills issued by the United States. 

[There are hereby authorized to be appropriated such sums as may 
be necessary to carry out the provisions of this section.] 
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§ 27. Territorial applicability of Act [12 U.S. C., sec. 1447; F. H. L. B. 
Act, sec. 27] 

Notwithstanding any other provision of law now or hereafter in force, 
the provisions of this Act shall apply to the several States, the District of 
Columbia, Puerto Rico, and the Territories and possessions of the 
United States. 

§ 28. Right to amend or repeal [12 U. S. C., sec. 1448; F. H. L. B. 
Act, sec. 28] 

The right to alter, amend, or repeal this Act is hereby expressly 

reserved. 


TITLE V—-FEDERAL SAVINGS AND LOAN ASSOCIATION ACT 


The citations at the beginning of each provision of the bill indicate 
the corresponding provision of existing law. The first citation is to 
the United States Code, and the second citation is to the statute 
involved. For example, the citation following section 1 below, ‘12 
U.S. C., sec. 1461; H. O. L. Act, sec. 1”, means that the provision 
corresponding to the new section 1 may be found in the United States 
Code, title 12, section 1461, and it is also section 1 of the existing 
Home Owners’ Loan Act 


§ 1. Short ttle [12 U.S. C., sec. 1461; H. O. L. Act, sec. 1] 

[That this] This Act may be cited as the [‘“Home Owners’ Loan 
Act of 1933.” ] “Federal Savings and Loan Association Act.” 

§ 2. Definitions [12 U.S. C., sec. 1462; H. O. L. Act, sec. 2] 

As used in this Act— 

(a) The term ‘‘Board’’ means the Federal Home Loan Bank Board 
[created under] referred to in subsection (b) of section 17 of the Federal 
Home Loan Bank Act. 

(b) The term [‘“‘Corporation’”’ means the Home Owners’ Loan Cor- 
poration created under section 4 of this Act] “‘State’’ includes Puerto 
Rico. 

(c) The term [“home mortgage” means a first mortgage on real 
estate in fee ae or on a leasehold (1) under a lease for not less than 
ninety-nine vears which is renewable, or (2) under a lease having a 
period of not : lees than fifty years to run from the date the mortgage 
was executed, upon which there is located a dwelling or dwellings for 
not more than four families, which is used in whole or in part by the 
owner as a home or held by him as his homestead, and which has a 
value of not to exceed $20,000; and the term “first mortgage” includes 
such classes of first liens as are commonly given to secure advances on 
real estate under the laws of the State in which the real estate is 
located, together with the credit instruments, if any, secured thereby. 
(d) The term] “association”? means a Federal [Savings and Loan 
Association] savings and loan association chartered [by the Board] 
as provided in section 5 of this Act. 

[Sec. 3. Subsection (d) of section 4 of the Federal Home Loan Bank 
Act (providing for direct loans to home owners) is hereby repealed} 
3. Territorial applicability of Act [12 U.S. C., see. 1466; H. O. L. C. 

Act, sec. 7] 

[The provisions of this Act shall apply to the continental United 
States, to the Territories of Alaska and Hawaii, and to Puerto Rico, 
Guam, and the Virgin Islands.] 

Notwithstanding any other provision of law now or hereafter in force, the 
provisions of this Act shall apply to the several States, the District of 
Columbia, Puerto Rico, and the Territories and possessions of the United 
States. 
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[Sec. 4. (a) The Board is hereby authorized and directed to create 
a corporation to be known as the Home Owners’ Loan Corporation, 
which shall be an instrumentality of the United States, which shall 
have authority to sue and to be sued in any court of competent juris- 
dition, Federal or State, and which shall be under the direction of the 
Board and operated by it under such bylaws, rules, and regulations as 
it may prescribe for the accomplishment of the purposes and intent of 
this section. The members of the Board shall constitute the board of 
directors of the Corporation and shall serve as such directors without 
additional compensation. 

[(b) The Board shall determine the minimum amount of capital 
stock of the Corporation and is authorized to increase such capital 
stock from time to time in such amounts as may be necessary, but 
not to exceed in the aggregate $200,000,000. Such stock shall be 
subscribed for by the Secretary of the Treasury on behalf of the 
United States, and payments for such subscriptions shall be subject 
to call in whole or in part by the Board and shall be made at such 
time or times as the Secretary of the Treasury deems advisable. The 
Corporation shall issue to the Secretary of the Treasury receipts for 
payments by him for or on account of such stock, and such receipts 
shall be evidence of the stock ownership of the United States. In 
order to enable the Secretary of the Treasury to make such payments 
when called, the Reconstruction Finance Corporation is authorized 
and directed to allocate and make available to the Secretary of the 
Treasury the sum of $200,000,000, or so much thereof as may be 
necessary, and for such purpose the amount of the notes, bonds, 
debentures, or other such obligations which the Reconstruction Fi- 
nance Corporation is authorized and empowered under section 9 of 
the Reconstruction Finance Corporation Act, as amended, to have 
outstanding at any one time, is hereby increased by such amounts as 
may be necessary. 

[(c) In order to provide for applications heretofore filed, for appli- 
cations filed within thirty days after this amendment takes effect, and 
for carrying out the other purposes of this section, the Corporation 
is authorized to issue bonds in an aggregate amount not to exceed 
$4,750,000,000, which may be exchanged as hereinafter provided, or 
which may be sold by the Corporation to obtain funds for carrying 
out the purposes of this section or for the redemption of any of its 
outstanding bonds; and the Corporation is further authorized to in- 
crease its total bond issue for the purpose of retiring its outstanding 
bonds by an amount equal to the amount of the bonds to be so retired 
(except ‘bonds retired from payments of principal on loans), such re- 
tirement to be at maturity or by call or purchase or exchange or any 
method prescribed by the Board with the approval of the Secretary 
of the Treasury: Provided, That no bonds issued under this subsection, 
as amended, shall have a maturity date later than 1952. Such bonds 
shall be in such forms and denominations, shall mature within such 
periods of not more than eighteen years from the date of their issue, 
shall bear such rates of interest not exceeding 4 per centum per annum, 
shall be subject to such terms and conditions, shall be issued in such 
manner and sold at such prices, as may be prescribed by the Corpora- 
tion, with the approval of the Secretary of the Treasury. Such bonds 
shall be fully and unconditionally guaranteed both as to interest and 
principal by the United States, and such guaranty shall be expressed 
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on the face thereof, and such bonds shall be lawful investments, and 
may be accepted as security, for all fiduciary, trust, and public funds, 
the investment or deposit of which shall be under the authority or 
control of the United States or any officer or officers thereof. In the 
event that the Corporation shall be unable to pay upon demand, when 
due, the principal of, or interest on, such bonds, the Secretary of the 
Treasury shall pay to the holder the amount thereof which is hereby 
authorized to be appropriated out of any moneys in the Treasury not 
otherwise appropriated, and thereupon’ to the extent of the amount 
so paid the Secretary of the Treasury shall succeed to all the rights 
of the holders of such bonds. The Secretary of the Treasury, in his 
discretion, is authorized to purchase any bonds of the Corporation 
issued under this subsection which are guaranteed as to interest and 
principal, and for such purpose the Secretary of the Treasury is author- 
ized to use as a public-debt transaction the proceeds from the sale of 
any securities hereafter issued under the Second Liberty Bond Act, 
as amended, and the purposes for which securities may be issued under 
such Act, as amended, are extended to include any purchases of the 
Corporation’s bonds hereunder. The Secretary of the Treasury may, 
at any time, sell any of the bonds of the C orporation acquired by him 
under this subsection. All redemptions, purchases, and sales by the 
Secretary of the Treasury of the bonds of the Corporation shall be 
treated as public-debt transactions of the United States. The bonds 
issued by the Corporation under this subsection shall be exempt, both 
as to principal and interest from all taxation (except surtaxes, estate, 
inheritance, and gift taxes) now or hereafter imposed by the United 
States or any District, Territory, dependency, or possession theggof, 
or by any State, county, munic ipality, or local taxing authority. The 
Corporation, including its franchise, its capital, reserves and surplus, 
and its loans and income, shall likewise be exempt from such taxation; 
except that any real property of the Corporation shall be subject to 
taxation to the same extent, according to its value, as other real prop- 
erty is taxed: Provided, That any building now or hereafter owned by 
the Corporation in the District of Columbia and used in whole or in 
part as an office building of the Corporation, the Federal Home Loan 
Bank Board, the Federal Home Loan Bank Administration, and/or 
the Federal Savings and Loan Insurance Corporation, together with 
the land upon — the same stands, and all appurtenances, build- 
ings, and land now or hereafter owned by the Corporation and used 
principally in connec vr te with any such office building, shall be exempt 
from any and all taxation heretofore or hereafter imposed. No such 
bonds shall be issued in excess of the assets of the Corporation, includ- 
ing the assets to be obtained from the proceeds of such bonds, but a 
failure to comply with this prov ision shal] not invalidate the bonds 
or the guaranty of the same. The Corporation shall have power to 
purchase in the open market at any time and at any price not to 
exceed par any of the bonds issued by it. Any such bonds so pur- 
chased may, with the approval of the Secretary of the Treasury, be 
sold or resold at any time and at any price. For a period of six months 
after the date this subsection, as amended, takes effect, the Corpora- 
tion is authorized to refund any of its bonds issued prior to such date 
or any bonds issued after such date in compliance with commitments 
of the Corporation outstanding on such date, upon application of the 
holders thereof, by exchanging therefor bonds of an equal face amount 
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issued by the Corporation under this subsection, as amended, and bear- 
ing interest at such rate as may be prescribed by the Corporation with 
the approval of the Secretary of the Treasury; but such rate shall not 
be less than that first fixed after this subsection, as amended, takes 
effect. on bonds exchanged by the Corporation for home mortgages. 
For the purpose of such refunding the Corporation is further author- 
ized to increase its total bond issue in an amount equal to the amount 
of the bonds so refunded. Nothing in this subsection, as amended, 
shall be construed to prevent the Corporation from issuing bonds in 
compliance with commitments of the Corporation on the date this 
subsection, as amended, takes effect. 

[E(d) The Corporation is authorized, for a period of three years after 
the date of enactment of this Act, (1) to acquire in exchange for bonds 
issued by it, home mortgages and other obligations and liens secured 
by real estate (including the interest of a vendor under a purchase- 
money mortgage or contract) recorded or filed in the proper office or 
executed prior to the date of the enactment of this Act, and (2) in con- 
nection with any such exchange, to make advances in cash to pay the 
taxes and assessments on the real estate, to provide for necessary main- 
tenance and make necessary repairs, to meet the incidental expenses of 
the transaction, and to pay such amounts, not exceeding $50, to the 
holder of the mortgage, obligation, or lien acquired as may be the differ- 
ence between the face value of the bonds exchanged plus accrued 
interest thereon and the purchase price of the mortgage, obligation, or 
lien. The face value of the bonds so exchanged plus accrued interest 
thereon and the cash so advanced shall not exceed in any case $14,000, 
or 80 per centum of the value of the real estate as determined by an 
appraisal made by the Corporation, whichever is the smaller. In any 
case in which the amount of the face value of the bonds exchanged plus 
accrued interest thereon and the cash advanced is less than the amount 
the home owner owes with respect to the home mortgage or other 
obligation or lien so acquired by the Corporation, the Corporation shall 
credit the difference between such amounts to the home owner and 
shall reduce the amount owed by the home owner to the Corporation 
to that extent. Each home mortgage or other obligation or lien so 
acquired shall be carried as a first lien or refinanced as a home mortgage 
by the Corporation on the basis of the price paid therefor by the 
Corporation, and shall be amortized by means of monthly payments 
sufficient to retire the interest and principal within a period of not to 
exceed twenty-five years; but the amortization payments of any 
home owner may be made quarterly, semiannually, or annually, if in 
the judgment of the Corporation the situation of the home owner 
requires it. Interest on the unpaid balance of the obligation of the 
home owner to the Corporation shall be at a rate not exceeding 5 per 
centum per annum. The Corporation may at any time grant an 
extension of time to any home owner for the payment of any install- 
ment of principal or interest owed by him to the Corporation or may 
at any time during the existence of the mortgage grant an extension 
and revision of its terms to provide for the amortization by means of 
monthly payment sufficient to retire the interest and principal within 
a period not to exceed twenty-five years from the date of its execution 
if in the judgment of the Corporation the circumstances of the home 
owner and the condition of the security justify such extension or 
revision. As used in this subsection, the term “real estate’’ includes 
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only real estate held in fee simple or on a leasehold (1) under a lease 
for not less than ninety-nine years which is renewable, or (2) under a 
lease having a period of not less than fifty years to run from the date 
the mortgage was executed, upon which there is located a dwelling 
or dwellings for not more than four families, which is used in whole or 
in part by the owner as a home or held by him as his homestead, and 
which has a value of not to exceed $20,000. No discrimination shall 
be made under this Act against any home mor tgage by reason of the 
fact that the real estate securing such mortgage is located in a munici- 
pality, county, or taxing district which is in default upon any of its 
per, meee 

[or the purposes of this Act, levies of assessments upon real prop- 
erty, aude by any special district organized in any State for public 
improvements, shall be treated as general-tax levies are treated. The 
Board shall determine the reasonableness of the total annual burden 
of taxes and assessments of all kinds upon any property offered as 
security for the payment of a loan made by the Corporation and the 
effect of the total levies upon the loanable value of such property, 
but no deduction shall be made from the loanable value of any prop- 
erty for levies not due at the time of making such loan in any instance 
where the total annual taxes and assessments borne by the said prop- 
erty for all purposes does not exceed a sum which, in the discretion 
of the Board, is a reasonable annual tax burden for such property. 

[(e) The Corporation is further authorized, for a period of three 
vears from the date of enactment of this Act, to make loans in cash 
subject to the same limitations and for the same purposes for which 
cash advances may be made under subsection (d) of this section, in 

‘ases where the property is not otherwise encumbered ; but no such loan 
shall exceed 50 per centum of the value of the property securing the 
same as determined upon an appraisal made by the Corporation. 
Each such loan shall be secured by a duly recorded home mortgage, 
and shall bear interest at the same rate and shall be subject to the 
same provisions with respect to amortization and extensions as are 
applicable in the case of obligations refinanced under subsection (d) 
of this section. 

[(f) The Corporation is further authorized, for a period of three 
vears from the date of enactment of this Act, in any case in which the 
holder of a home mortgage or other obligation or lien eligible for 
exchange under subsection ‘(d) of this section does not accept the bonds 
of the Corporation in exchange as provided in such subsection and in 
which the Corporation finds that the home owner cannot obtain a loan 
from ordinary lending agencies, to make cash advances to such home 
owner in an amount not to exceed 40 per centum of the value of the 
property for the purposes specified in such subsection (d). Each such 
loan shall be secured by a duly recorded home mortgage and shall bear 
interest at a rate of interest which shall be uniform throughout the 
United States, but which in no event shall exceed a rate of 6 per 
centum per annum, and shall be subject to the same provisions with 
respect to amortization and extension as are applicable in cases of 
obligations refinanced under subsection (d) of this section. 

[(g) The Corporation is further authorized to exchange bonds and 
to advance cash to redeem or recover homes lost by the owners by 
foreclosure or forced sale by a trustee under a deed of trust or under 
power of attorney, or by voluntary surrender to the mortgagee subse- 
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quent to January 1, 1930, subject to the limitations provided in sub- 
section (d) of this section. 

[(h) The Board shall make rules for the appraisal of the property 
on which loans are made under this section so as to accomplish the 
purposes of this Act: Provided, That no person shall be allowed to act 
as appraiser if he is in the employ of any company holding a loan on 
the property, or if he is interested in the subject matter of the loan. 

[(i) Any person indebted to the Corporation may make payment 
to it in part or in full by delivery to it of its bonds which shall be 
accepted for such purpose at face value. 

[(j) The Corporation shall have power to select, employ, and fix 
the compensation of such officers, employees, attorneys, or agents as 
shall be necessary for the performance of its duties under this Act, 
without regard to the provisions of other laws applicable to the em- 
ployment or compensation of officers, employees, attorneys, or agents 
of the United States. No such officer, employee, attorney, or agent 
shall be paid compensation at a rate in excess of the rate prov ided 
by law in the case of the members of the Board. The Corporation 
shall be entitled to the free use of the United States mails for its 
official business in the same manner as the executive departments of 
the Government, and shall determine its necessary expenditures under 
this Act and the manner in which they shall be incurred, allowed, 
and paid, without regard to the provisions of any other law governing 
the expenditure of public funds. The Corporation shall pay such 
proportion of the salary and expenses of the members of the Board 
and of its officers and employees as the Board may determine to be 
equitable, and may use the facilities of Federal Home Loan Banks, 
upon making reasonable compensation therefor as determined by the 
Board. No person shall be appointed or retained as an officer, em- 
ployee, agent, or attorney, at a fixed salary, in any regional or State 
office of the C orporation who is an officer or director of any firm, 
corporation, or association engaged in lending money on real estate; 
nor shall any person be appointed or re ‘tained as an officer, employee, 
agent, or attorney in any State or district office of the Corporation, 
who has not beeri a bona fide resident of the State served by such 
office for a period of at least one year immediately preceding the date 
of his appointment. 

[(k) The Board is authorized to make such bylaws, rules and regula- 
tions, not inconsistent with the provisions of this section, as may be 
necessary for the proper conduct of the affairs of the Corporation. The 
Corporation is further authorized and directed to retire and cancel the 
bonds and stock of the Corporation as rapidly as the resources of the 
Corporation will permit. All payments upon principal of loans made 
by the Corporation shall under regulations made by the Corporation 
be applied to the retirement of the bonds of the Corporation. Upon 
the retirement of such stock, the reasonable value thereof as deter- 
mined by the Board shall be paid into the Treasury of the United 
States and the receipts issued therefor shall be canceled. The Board 
shall proceed to liquidate the Corporation when its purposes have been 
accomplished, and shall pay any surplus or accumulated funds into 
the Treasury of the United States. The Corporation may declare and 
pay such dividends to the United States as may be earned and as in 
the judgment of the Board it is proper for the Corporation to pay. 

[(1) No home mortgage or other obligation or lien shall be acquired 
by the Corporation under subsection (d), and no cash advance shall 





FINANCIAL INSTITUTIONS ACT OF 1957 199 


be made under subsection (f), unless the applicant was in involuntary 
default on June 13, 1933, with respect to the indebtedness on his real 
estate and is unable to carry or refund his present mortgage indebted- 
ness: Provided, That the foregoing limitation shall not apply i in any 
case in which it is specifically ‘shown to the satisfaction of the Corpo- 
ration that a default after such date was due to unemployment or to 
economic conditions or misfortune beyond the control of the 
applicant. 

[(m) In ail cases where the Corporation is authorized to advance 
cash to provide for necessary maintenance and to make necessary re- 
pairs it is also authorized to advance cash or exchange bonds for the 
rehabilitation, modernization, rebuilding and enlargement of the homes 
financed; and in all cases where the Corporation has acquired a home 
mortg: re or other obligation or lien it is authorized to advance cash or 
exc hange bonds to provide for the maintenance, repair, rehabilitation, 
modernization, rebuilding, and enlargement of the homes financed and 
to take an additional lien, mortgage, or conveyance to secure such addi- 
tional advance or to take a new home mortgage for the whole indebted- 
ness; but the total amount advanced shall in no case exceed the respec- 
tive amounts or percentages of value of the real estate as elsewhere 
provided in this section. Not to exceed $400,000,000 of the proceeds 
derived from the sale of bonds of the Corporation shall be used in mak- 
ing cash advances to provide for necessary maintenance and necessary 
repairs and for the rehabilitation, modernization, rebuilding and en- 
largement of real estate securing the home mortgages and other obli- 
gations and liens acquired by the Corporation under this section. 

[(n) The Corporation is authorized to purchase Federal Home Loan 
Bank bonds, debentures, or notes, or consolidated Federal Home Loan 
Bank bonds or debentures. The Corporation is also authorized to pur- 
chase full-paid-income shares of Federal Savings and Loan Associa- 
tions after the funds made available to the Secretary of the Treasury 
for the purchase of such shares have been exhausted. Such purchases 
of shares shall be on the same terms and conditions as have been here- 
tofore authorized by law for the purchase of such shares by the Secre- 
tary of the Treasury: Provided, That the total amount of such shares 
in any one association held by the Secretary of the Treasury and the 
Corporation shall not exceed the total amount of such shares heretofore 
authorized to be held by the Secretary of the Treasury in any one 
association. The Corporation is also authorized to purchase shares in 
any institution which is (1) a member of a Federal Home Loan Bank, 
or (2) whose accounts are insured under title IV of the National Hous- 
ing Act, if the institution is eligible for insurance under such title; ard 
to make deposits and purchase certificates of deposit and investment 
certificates in any such institution. Of the total authorized bond issue 
of the Corporation $300,000,000 shall be available for the purposes of 
this subsection, without discrimination in favor of Federally chartered 
associations, and bonds of the Corporation not exceeding such amount 
may be sold for the purposes of this subsection. ] 

§ 4. Regulation of interest rates 

Subject to such restrictions and limitations as the Board may by 
regulations prescribe, any Federal savings and loan association may 
take, receive, reserve, or charge, with respect to any loan, such charges 
by way of interest, discount, fees, or otherwise as are allowed by appli- 
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cable law to other lenders, or such other or higher rates or charges as are 
allowed by applicable law to any class of other similar local mutual 
thrift and home-financing institution or as are allowed by regulations 
of the Board: Provided, That nothing in this section shall authorize 
any association to exceed, with respect to any loan to which the provisions 
of section 5 of the Federal Home Loan Bank Act are applicable, the 
charges permitted by the provisions of said section 5. 


r 


§ 5. Federal savings and loan associations [12 


H. O. L. Act, sec. 5] 


(a) In order to provide local mutual thrift institutions in which 
people may invest their funds and in order to provide for the financing 
of homes, the Board is authorized, under such rules and regulations 
as it may prescribe, to provide for the organization, incorporation, 
examination, operation, and regulation of associations to be known 
as [‘‘Federal Savings and Loan Associations’ ] “Federal savings and 
loan associations”, and to issue charters therefor, giving primary 
consideration to the best practices of local mutual thrift and home- 
financing institutions in the United States. 

(b) Such associations shall raise their capital only in the form of 
payments on such shares as are authorized in their charter, which 
shares may be retired as is therein provided. No deposits shall be 
accepted and no certificates of indebtedness shall be issued except for 
such borrowed money as may be authorized by regulations of the 
Board. 

(c) Such associations shall lend their funds only on the security of 
their shares or on the security of first liens upon homes or combination 
of homes and business property within fifty miles of their home office: 
Provided, That not more than $35,000 shall be loaned on the security 
of a first lien upon any one such property; except that not exceeding 
20 per centum of the assets of such association may be loaned on other 
improved real estate without regard to said $3: 5,000 limitation, and 
without regard to said fifty-mile limit, but secured by first lien thereon: 
And provided further, That any portion of the assets of such associa- 
tions may be invested in obligations of the United States or the stock 
or bonds of a Federal Home Loan Bank or in the obligations of the 
Federal National Mortgage Association: And provided further, That 
any such association which i is converted from a State-chartered institu- 
tion may continue to ane e loans in the territory in which it made loans 
while operating under State charter. In addition to the loans and 
investments otherwise srtleerion d, such associations may purchase, 
subject to all the provisions of this paragraph except the area restric- 
tion, loans secured by first liens on improved real estate which are 
insured under the provisions of the National Housing Act, as amended, 
or insured as provided in the Servicemen’s Readjustment Act of 1944, 
as amended. 

Without regard to any other provision of this subsection except the 
area re quireme nt such associations are authorized to invest a sum not 
in excess of 15 per centum of the assets of such association in we 
insured under title I o° the National Housine Act, as amended, i 
unsecured loans insured or guaranteed under the provisions of the 
Servicemen’s Readjustment Act of 1944, as amended, and in other 
loans for property alteration, repair, or improvement: Provided, That 
no such loan, unless so insured or guaranteed, shall be made in excess 
of $3,500. 


S. C., sec. 1464: 
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(d) (1) The Board shall have power to enforce this section and 
rules and regulations made hereunder. In the enforcement of any 
provision of this section or rules and regulations made hereunder, 
or any Other law or regulation, and in the administration of conserva- 
torships and receiverships as provided in subsection (d) (2) hereof, 
the Board is authorized to act in its own name and through its own 
attorneys. The Board shall have power to sue and be sued, complain 
and defend in any court of competent jurisdiction in the United States 
or its territories or possessions or the Commonwealth of Puerto Rico. 
It shall by formal resolution state any alleged violation of law or 
regulation and give written notice to the association concerned of the 
ra cts alleged to be such violation, except that the appointment of a 

upervisory Representative in Charge, a conservator or a receiver 
shall be exclusively as provided in subsection (d) (2) hereof. Such 
association shell have thirty days within which to correct the alleged 
violation of law or regulation and to perform any legal duty. If 
the association concerned does not comply with the law or regulation 
within such period, then the Board shall give such association twenty 
days’ written notice of the charges against it and of a time and place 
at which the Board will conduct a hearing as to such alleged violation 
of duty. Such hearing shall be in the Federal judicial district of the 
association unless it consents to another place and shall be conducted 
by a hearing examiner as is provided by the Administrative Procedure 
Act. The Board or any member thereof or its designated representa- 
tive shall have power to administer oaths and affirmations and shall 
have power to issue subpenas and subpenas duces tecum, and shall 
issue such at the request of any interested party, and the Board or 
any interested party may apply to the United States district court 
of the district where such hearing is designated for the enforcement 
of such subpena or subpena duces tecum and such courts shall have 
power to order and require compliance therewith. A record shall be 
made of such hearing and any interested party shall be entitled to a 
copy of such record to be furnished by the Board at its reasonable cost. 
After such hearing and adjudication by the Board, appeals shall lie 
as is provided by the Administrative Procedure Act, and the review 
by the court shall be upon the weight of the evidence. Upon the 
giving of notice of alleged violation of law or regulation as herein 
provided, e ither the Board or the association affected may, within 
thirty days after the service of said notice, apply to the U nited States 
district court for the district where the association is located for a 
declaratory judgment and an injunction or other relief with respect 
to such controversy, and said court shall have jurisdiction to adjudi- 
cate the same as in other cases and to enforce its orders. The Board 
may apply to the United States district court of the district where the 
issociation affected has its home office for the enforcement of any 
orde r-of the Board and such court shall have power to enforce any 
such order which has become final. The Board shall be subject to suit 
by any Federal savings and loan association with respect to any mat- 
ter under this section or regulations made thereunder, or any other 
law or regulation, in the United States district court for the district 
vhere the home office of such association is located, and may be served 
by serving a copy of process on any of its agents and mailing a copy 
of such process by registered mail, to the Federal Home Loan Bank 
Board, Washington, District of Columbia. 
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(2) The grounds for the appointment of a conservator or receiver 
for a Federal savings and loan association shall be one or more of the 
following: (i) insolvency in that the assets of such association are 
less than its obligations to its creditors and others, including its mem- 
bers; (ii) violation of law or of a regulation; (ili) the concealment 
of its books, records, or assets or the refusal to submit its books, 
papers, records, or affairs for imspection to any examiner or lawful 
agent appointed by the [Home Loan Bank] Board; and (iv) unsafe 
or unsound operation. The Board shall have exclusive jurisdiction 
to appoint a Supervisory Representative in Charge, conservator, or 
receiver. If, in the opinion of the Board, a ground for the appointment 
of a conservator or receiver as herein provided exists and the Board 
determines that an emergency exists requiring immediate action, the 
Board is authorized to appoimt ex parte and without notice a Super- 
visory Representative in Charge to take charge of said association 
and its affairs who shall have and exercise all the powers herein pro- 
vided for conservators and receivers. Unless sooner anied by the 
Board, such Supervisory Representative in Charge shall hold office 
until a conservator or receiver, appointed by the “Board after notice 
as herein provided, takes charge of the association and its affairs, 
or for six months, or until thirty days after the termination of the 
administrative hearing and final proceedings herein provided, or until 
sixty days after the final termination of any litigation affecting such 
temporary appointment, whichever is longest. The Board shall have 
the power to appoint a conservator or receiver but no such appoint- 
ment of a conservator or receiver shall be made except pursuant to a 
formal resolution of the Board stating the grounds therefor and ex- 
cept notice thereof is given to said association stating the grounds 
therefor and until an opportunity for an administrative hearing 
thereon is afforded to said association. Such hearing shall be held in 
accordance with the provisions of the Administrative Procedure Act 
and shall be subject to review as therein provided [and] except that 
the review by the court shall be upon the weight of the evidence. 4 
conservator shall have all the powers of the members, the directors 
and officers of the Federal association and shall be authorized to operate 
it in its own name or conserve its assets in the manner and to the extent 
authorized by the Board. The Board shall appoint only the Federal 

Savings and Loan Insurance Corporation as receiver for any Federa! 
savings and loan association, which shall have power as receiver to buy 
at its own sale subject to approval by the Board. With the consent of 
the association expressed by a resolution of the board of directors or 
of its members, the Board is authorized to appoint a conservator or 
receiver for a Federal association without notice and without hearing. 
The Board shall have power to make rules and regulations for the 
reorganization, merger, tad liquidation of Federal associations and for 
such associations in conservatorship and receivership and for the con- 
duct of ¢ onservatorships and receiverships. Whenever a Supervisory 
Representative in Charge, conservator, or receiver, appointed by the 
Board pursuant to the provisions of this section, demands possession 
of the property, business and assets of any association, the refusal 
of any officer, agent, employee, or director « such association to com- 
ply with the demand shall be punishable by a fine of not more than 
$1,000 or by imprisonment for not more than one year or both by such 
fine and imprisonment. 
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(3) Whenever it appears to the Board that any director or officer of a 
Federal savings and loan association has violated or is violating any law 
relating to such association or has engaged or is engaging in unsafe or 
unsound practices in conducting the business of such association, after 
having been warned by the Board to discontinue such violations of law or 
such practices, the Board may cause notice to be served upon such director 
ow officer to appear at a hearing before such Board or any member thereof 
or any person designated by the Board and show cause why he should not 
he removed from office. A copy of such notice shall be sent to each director 
of the association affected by registered mail. The hearing shall be held 
im accordance with the provisions of the Administrative Procedure Act and 
shall be subject to review as therein provided except that the review by the 
court shall be upon the weight of the evidence. If the Board finds that the 
accused director or officer has violated or is violating any law relating to 
such association or has engaged in or is engaging in unsafe or unsound 
practices in conducting the business of such association after having been 
warned by the Board to discontinue such violations of the law or such 
practices, the Board, in its discretion, may order that such director or 
officer be removed from office. A copy of such order shall be served upon 
such director or officer. A copy of such order shall also be served upon 
the association of which he is a director or officer, whereupon such director 
or officer shall cease to be a director or officer of such association. Such 
order and the findings of fact wpon which it 1s based shall not be made 
public or disclosed to anyone except the director or officer involved and the 
directors of the association involved, otherwise than in connection with 
proceedings for a violation of this section. Any such director or officer 
removed from office as herein provided who thereafter participates in any 
manner in the management of such association shall be fined not more 
than $5,000, or imprisoned for not more than five years, or both. 

(e) No charter shall be granted except to persons of good character 
and responsibility, nor unless in the judgment of the Board a necessity 
exists for such an institution in the community to be served, nor unless 
there is a reasonable probability of its usefulness and success, nor 
unless the same can be established without undue injury to properly 
conducted existing local thrift and home-financing institutions. 

(f) Each such association, upon its incorporation, shall become 
automatically a member of the Federal Home Loan Bank of the dis- 
trict in which it is located, or if convenience shall require and the 
Board approve, shall become a member of a Federal Home Loan Bank 
of an adjoining district. Such associations shall qualify for such 
membership in the manner provided in the Federal Home Loan Bank 
Act with respect to other members. 

(g) [The Secretary of the Treasury is authorized on behalf of the 
the United States to subscribe for preferred shares in such associations 
which shall be preferred as to the assets of the association and which 
shall be entitled to a dividend, if earned, after payment of expenses 
and provision for reasonable reserves, to the same extent as other 
shareholders. It shall be the duty of ‘the § Secretary of the Treasury 
to subscribe for such preferred shares upon the request of the Board; 
but the subscription by him to the shares of any one association shall 
not exceed $100,000, and no such subscription shall be called for 
unless in the judgment of the Board the funds are necessary for the 
encouragement of local home financing in the community to be served 
and for the reasonable financing of homes in such community. Pay- 
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ment on such shares may be called from time to time by the associa- 
tion, subject to the approval of the Board and the Secretary of the 
Treasury; but the amount paid in by the Secretary of the Treasury 
shall at no time exceed the amount paid in by all other shareholders, 
and the aggregate amount of shares held by the Secretary of the 
Treasury shall not exceed at any time the aggregate amount of shares 
held by all other shareholders. To enable the Secretary of the 
Treasury to make such subscriptions when called there is hereby 
author ized to be appropriated, out of any money in the Treasury not 
otherwise appropriated, the sum of $100,000,000, to be immediately 
available and to remain available until expended. Each such asso- 
ciation shall issue receipts for such payments by the Secretary of the 
Treasury in such form as may be approved by the Board, and such 
receipts shall be evidence of the interest of the United States in such 
preferred shares to the extent of the amount so paid. Each such 
association shall make provision for the retirement of its preferred 
shares held by the Secretary of the Treasury, and beginning at the 
expiration of five years from the time of the investment in such 
shares, the association shall set aside one third of the receipts from 
its investing and borrowing shareholders to be used for the purpose of 
such retirement. In case of the liquidation of any such association 
the shares held by the Secretary of the Treasury shall be retired at 
par before any payments are made to other shareholders. (h)J 
Such associations, including their franchises, capital, reserves, and 
surplus, and their loans and income, shall be exempt from all taxation 
now or hereafter imposed by the United States (except the taxes im- 
posed by sections 1410 and 1600 of the Internal Revenue Code of 1939 
or sections 3111 and 3301 of the Internal Revenue Code of 1954 with 
respect to wages paid after December 31, 1939, for employment after 
such date, and except, in the case of taxable years beginning after 
December 31, 1951, income, war-profits, and excess-profits taxes) and 
all shares of such associations shall be exempt both as to their value 
and the income therefrom from all taxation (except surtaxes, estate, 
inheritance, and gift taxes) now or hereafter imposed by the United 
States; and no State, Territorial, county, municipal, or local taxing 
authority shall impose any tax on such associations or their franchise, 
capital, reserves, surplus, loans, or income greater than that imposed 
by such authority on other similar local mutual or cooperative thrift 
and home financing institutions. Nothing in this subsection shall 
affect the applicability of the Publie Debt Act of 1941 as amended and 
im force immediately prior to the effective date of this sentence or as 
heretofore in force. 

[(i)] (hk) Any member of a Federal Home Loan Bank may convert 
itself into a Federal savings and loan association under this Act upon 
a vote of 51 per centum or more of the votes cast at a legal meeting 
called to consider such action; but such conversion shall be subject to 
such rules and regulations as the Board may prescribe, and there- 
after the converted association shall be entitled to all the benefits of 
this section and shall be subject to examination and regulation to the 
same extent as other associations incorporated pursuant to this Act. 

(i) Any Federal savings and loan association may convert itself 
into a savings and loan type of institution organized pursuant to the 
laws of the State, District, [or] Territory, or possession (hereinafter 
referred to in this section as the State) in which the principal office of 
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such Federal association is located: Provided, (1) That the State 
permits the conversion of any savings and loan type of institution of 
such State into a Federal savings and loan association; (2) that such 
conversion of a Federal savings and loan association into such a State 
institution is determined upon the vote in favor of such conversion cast 
in person or by proxy at a special meeting of members called to con- 
sider such action, specified by the law of the State in which the home 
office of the Federal association is located, as required by such law for a 
State-chartered institution to convert itself into a Federal association, 
but in no event upon a vote of less than 51 per centum of all the votes 
cast at such meeting, and upon compliance with other requirements 
reciprocally equivalent to the requirements of such State law for the 
conversion of a State-chartered institution into a Federal association; 
(3) that notice of the meeting to vote on conversion shall be given as 
herein provided and no other notice thereof shall be necessary; the 
notice shall expressly state that such meeting is called to vote thereon, 
as well as the time and place thereof, and such notice shall be mailed, 
postage prepaid, at least twenty and not more than thirty days prior 
to the date of the meeting, to each member of record of the Federal 
association at his last address as shown on the books of the Federal 
association and to the General Manager of the Federal Savings and 
Loan Insurance Corporation, W ashington, District of Columbia; (4) 
[that, upon the effective date of the conversion, the association has 
repurchased the total amount invested in its shares by the Secretary 
of the Treasury; and (5) that if, upon the effective date of conversion, 
the Home Owners’ Loan Corporation will hold of record shares of the 
association, its approval of the conversion has been obtained; (6)] 
that, in the event of dissolution after conversion, the members or 
shareholders of the association will share on a mutual basis in the 
assets of the association in exact proportion to their relative share 
or account credits; [(7)] (4) that such conversion shall be effective 
upon the date that all the provisions of this Act shall have been fully 
complied with and upon the issuance of a new charter by the State 
wherein the association is located; it being provided that its act of 
converting into a State-chartered institution shall constitute an agree- 
ment to be bound by all the requirements that the Federal Savings 
and Loan Insurance Corporation may legally impose under section 
403 of title IV of the National Housing Act, as now or hereafter 
amended, and the association shall upon conversion and thereafter be 
authorized to issue securities in any form currently approved at the 
time of issue by the Federal Savings and Loan Insurance Corporation 
for issuance by similar insured institutions in such State, District, or 
Territory. 

(7) In addition to the foregoing provision for conversion upon a 
vote of the members only any association chartered as a Federal 
savings and loan association [,, including any having outstanding shares 
held by the Secretary of the Treasury or Home Owners’ Loan Corpo- 
ration,] may convert itself into [a State institution] an institution 
organized pursuant to the laws of the State, District, Territory, or pos- 
session in which the principal office of such Federal association is located 
upon an equitable basis, subject to approval, by regulations or other- 
wise, by the [Home Loan Bank] Board and by the Federal Sav ings 
and Loan Insurance C orporation: Provided, That if the insurance of 
accounts is terminated in connection with such conversion, the notice 
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and other action shall be taken as provided by law and regulations for 
the termination of insurance of accounts. 

[(j) In addition to the authority to subscribe for preferred shares in 
Federal Savings and Loan Associations, the Secretary of the Treasury 
is authorized on behalf of the United States to subscribe for any 
amount of full paid income shares in such associations, and it shall be 
the duty of the Secretary of the Treasury to subscribe for such full 
paid income shares upon the request of the Federal Home Loan Bank 
Board. Payment on such shares may be called from time to time by 
the association, subject to the approval of said Board and the Secretary 
of the Treasury, and such payments shall be made from the funds 
appropriated pursuant to subsection (g) of this section; but the amount 
paid in by the Secretary of the Treasury for shares under this ~~ 
section and such subsection (g), together shall at no time exceed 7 
per centum of the total investment in the shares of such association by 
the Secretary of the Treasury and other shareholders. Each such 
association shall issue receipts for such payments by the Secretary 
of the Treasury in such form as may be approved by said Board and 
such receipts shall be evidence of the interest of the United States in 
such full paid income shares to the extent of the amount so paid. No 
request for the repurchase of the full paid income shares purchased by 
the Secretary of the Treasury shall be made for a period of five years 
from the date of such purchase, and thereafter requests by the Secre- 
tary of the Treasury for the repurchase of such shares by such associa- 
tions shall be made at the discretion of the Board; but no such associa- 
tion shall be requested to repurchase any such shares in any one year 
in an amount in excess of 10 per centum of the total amount invested 
in such shares by the Secretary of the Treasury. Such repurchases 
shall be made in accordance with the rules and regulations prescribed 
by the Board for such associations. ] 

(k) When designated for that purpose by the Secretary of the 
Treasury, any Federal [Savings and Loan Association] savings and 
loan association or member of any Federal Home Loan Bank may be 
employed as fiscal agent of the Government under such regulations 
as may be prescribed by said Secretary and shall perform all such 
reasonable duties as fiscal agent of the Government as may be required 
of it. Any Federal savings and loan association or member of any 
Federal Home Loan Bank may act as agent for any other instrumen- 
tality of the United States when designated for that purpose by such 
instrumentality of the United States. 

[Sec. 6. To enable the Board to encourage local thirft and local 
home financing and to promote, organize, and develop the associations 
herein provided for or similar associations organized under local laws, 
there is hereby authorized to be appropriated, out of any money in the 
Treasury not otherwise appropriated, the sum of $150,000, to be 
immediately available and remain available until expended, subject to 
the call of the Board, which sum, or so much thereof as may be neces- 
sary, the Board is authorized to use in its discretion for the accom- 
plishme nt of the purposes of this section without regard to the pro- 
visions of any other law governing the expenditure of public funds. 
For the purposes of this section the Secretary of the Treasury is 
authorized and directed to allocate and make immediately available 
to the Board, out of the funds appropriated pursuant to section 5 (g), 
the sum of $700,000. Such sum shall be in addition to the funds 
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appropriated pursuant to this section, and shall be subject to the call 
of the Board and shall remain available until expended. The sums 
appropriated and made available pursuant to this section shall be 
used impartially in the promotion and development of local thrift and 
home-financing institutions, whether State or Federally chartered.] 
§ 6. Federal savings and loan branches 

An association may retain or establish and operate a branch 
branches under the following conditions: 

(a) An association may retain and operate such branch or branches 
as it may have in operation on the effective date of this section, the estab- 
lishment and operation of which had been approved by the Board. 

(b) If, after the effective date of this section, a State savings and loan 
association is converted inio or consolidated wih a Federal savings and 
loan association, or if two or more Federal savings and loan associations 
are consolidated, such converted or consolidated association may, with 
respect to any of the associations, retain and operate any of their branches 
which are in lawful operation on the date of such conversion or con- 
solidation. 

(c) An association may, with the approval of the Board, establish and 
operate new branches within the State in which the home office of such 
association is situated, if such establishment and operation are at the 
tume expressly authorized to State savings and loan associations or 
mutual savings banks by the law of the State in question, or, in the 
absence of any such law, if such establishment and operation are at the 
time in conformity with the practice within the State with respect to 
branches of State savings and loan associations or mutual savings banks; 
except that no approval of the State authority having supervision over 
State savings and loan associations or mutual savings banks shall be 
required, and such new branches shall be subject to the least onerous 
restrictions with respect to number and location as may be imposed by 
the law of the State or the practice therein with respect to branches of 
State savings and loan associations or mutual savings banks. No 
branch of any Federal savings and loan association shall be established 
outside the State vn which its home office is located. The Board shail, 
before approving or disapproving an application of a Federal savings 
and loan association to establish and operate a branch, give considera- 
ion to the same requirements as are set forth in this act with respect to 
the granting of charters of Federal savings and loan associations. 

(d) No neni of any Federal savings and loan association shall be 
established or moved from one location to another without the prior 
consent and approval of the Board. 

(e) The term “branch” as used in this section shall be held to include 
any branch savings and loan association, branch office, branch agency, 
additional office, or any branch place of business located in any State at 
which shares are issued, sold, withdrawn, repaid, or repurchased, or 
money is lent, or dues or dividends are paid or credited or any other 
savings and loan business is carried on. 

(f) The words “State savings and loan association” or “State savings 
and loan associations”, as used in this section, shall be held to include 
savings and loan associations, building and loan associations, cooper- 
ative banks, and homestead associations organized and operated according 
to the laws of the State in which they-are chartered or organized. 
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(g) The term ‘‘State’’ as used in this section includes the several States, 
the District of Columbia, Puerto Rico, and the Territories and possessions 
of the United States. 


§ 7. Restrictions on associations, directors, and officers 


(a) Any Federal savings and loan association may contract for, or 
purchase from, any of its directors or from any firm of which any of its 
directors is a member, property, when (and not otherwise) such purchase 
is made in the regular course of business upon terms not less favorable 
to the association than those offered to others, or when such purchase is 
authorized by a majority of the board of directors not interested in the 
sale of such property, such authority to be evidenced by the affirmative 
vote or written assent of such directors: Provided, however, That when 
any director, or firm of which any director is a member, acting for or on 
behalf of others, sells property to a Federal savings and loan association, 
the Board by regulation may, in any or all cases, require a full disclosure 
to be made, on forms to be prescribed by it, of all commissions or other 
considerations received, and whenever such director or firm, acting in 
his or its own behalf, sells property to the association the Board, by 
regulation, may require a full disclosure of all profit realized from such 
sale. 

(6) Any Federal savings and loan association may sell property to 
any of its directors, or to a firm of which any of its directors is a member, 
wn the regular course of business on terms not more favorable to such 
director or firm than those offered to others, or when such sale is authorized 
by a majority of the board of directors of a Federal savings and loan 
association to be evidenced by their affirmative vote or written asset: 
Provided, however, That nothing in this subsection contained shall be 
construed as authorizing associations to purchase or sell other property 
which such associations are not otherwise authorized by law to purchase 
or sell. 

(c) No Federal savings and loan association shall pay to any director, 
officer, attorney, or employee a greater rate of return on the shares or 
other accounts of such director, officer, attorney, or employee than that 
paid to other holders of similar accounts with such association. 

(d) If the directors or officers of any Federal savings and loan associa- 
tion shall knowingly violate or permit any of the agents, officers, or direct- 
ors of any association to violate any of the provisions of this Act or regu- 
lations of the Board made under authority thereof, or any of the provisions 
of section 217, 218, 220, 655, 1006, 1014, 1906, or 1909 of title 18, 
United States Code, every director and officer participating in or assent- 
ing to such violation shall be held liable in his personal and individual 
capacity for all damages which the association, its members, or any other 
persons shall have sustained in consequence of such violation. 

(e) No executive officer of any Federal savings and loan association 
shall borrow from or otherwise become indebted to any association of 
which he is an executive officer, and no Federal savings and loan associa- 
tion shall make any loan or extend credit in any other manner to any of 
its own executive officers: Provided, That any Federal savings and loan 
association may extend credit to any executive officer thereof, and such 
officer may become indebted thereto, in an amount not exceeding $15,000, 
for home mortgage loans. The Board is authorized to define the term 
“executive officer,” and to prescribe such rules and regulations as it may 
deem necessary to effectuate the provisions of this subsection in accord- 
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ance with its purposes and to prevent evasions of such provisions. Any 
executive officer of a Federal savings and loan association accepting a 
loan or extension of credit which is in violation of the provisions of this 
subsection shall be subject to removal from office in the manner prescribed 
in section 5 (d) (8) of th is Act. 
Separability provision [12 U.S. C., sec. 1468; H. O. L. Act, 
sec. 9] 

If any provision of this Act, or the application thereof to any per- 
son or circumstances, is held invalid, the remainder of the Act, and 
the application of such provision to other persons or circumstances, 
shall not be affected thereby. 








TITLE VI—FEDERAL SAVINGS AND LOAN INSURANCE 
CORPORATION ACT 


Title VI of the bill rewrites title IV of the National Housing Act, 
the existing statute on insurance of accounts in savings and loan 
associations. The citations at the beginning of each section indicate 
the corresponding provisions of the United States Code and the Na- 
tional Housing Act. For example, the citation following section 402 
below means that the provision of existing law corresponding to the 
new section 402 may be found in title 12 of the United States Code, 
section 1724, and it is section 401 of the existing National Housing 
Act. 


INSURANCE OF SAVINGS AND Loan Accounts 
§ 401. Short title 


This title may be cited as the “Federal Savings and Loan Insurance 
Corporation Act.” 


402. Definitions [12 U.S. C., see. 1724; N. H. Act, sec. 401] 

As used in this title 

(a) The term “insured institution”? means an institution whose 
accounts are insured under this title. 

(b) The term “insured member” means an individual, partnership, 
association, or corporation which holds an insured account. Each 
officer, employee, or agent of the United States, of any State of the 
United States, of the District of Columbia, of any Territory of the 
United States, of Puerto Rico, of the Virgin Islands, of any county, 
of any municipality, or of any political subdivision thereof, herein 
called [‘‘public unit”, ] “public unit,” having official custody of public 
funds and lawfully investing the same in an insured institution, shall, 
for the purpose of determining the amount of the insured account, 
be deemed an insured member in such custodial capacity separate and 
distinct from any other officer, employee, or agent of the same or any 
public unit having official custody of public funds and lawfully in- 
vesting the same in the same insured institution in custodial capacity. 

‘unds held in fiduciary capacity, when invested in an insured institu- 
tion, shall be insured in an amount not to exceed $10,000 for each 
trust estate, and notwithstanding any other provisions of this “heh, 
such insurance shall be separate from and additional to that covering 
other investments by the owners of such trust funds or the bene- 
ficiaries of such trust estates. For the purpose of determining the 
amount of insurance under this title, any account which is in the sole 
names of two persons who are husband and wife end which under appli- 
cable law is community property of such husband and wife shall be treated 
as if it were an account held by said persons in joint tenancy, and any 
account which is in the sole name of a husband or wife and which under 
applicable law is community property of such husband or wife and the 
SPOUse of SUC h husband or wife shall he treated as if it were an account 


held by said husband or wife and such Spouse as te nants in common in 
equal amounts. 


oO 
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(c) The term ‘insured account” means a share, certificate, or deposit 
account of a type approved by the Federal Savings and Loan Insur- 
ance Corporation which is held by an insured member in an insured 
institution and which is insured under the provisions of this title. 

(d) The term ‘‘default’’ means an adjudication or other official de- 
termination of a court of competent jurisdiction or other public author- 
ity pursuant to which a conservator, receiver, or other legal custodian 
is appointed for an insured institution for the purpose of liquidation. 

(e) The term “Board” means the Federal Home Loan Bank Board 
referred to in subsection (6) of section 17 of the Federal Home Loan 
Bank Act. 

(f) The term “State” includes Puerto Rico. 


§ 403. Creation of Federal Savings and Loan Insurance Corporation 
[i2 U.S. C., sec. 1725; N. H. Act, sec. 402] 

(a) There is hereby created a Federal Savings and Loan Insurance 
Corporation (hereinafter referred to as the “Corporation’’), which 
shall insure the accounts of institutions eligible for insurance as here- 
inafter provided, and shall be under the direction of [a board of 
trustees to be composed of five members and operated by it under 
such bylaws, rules, and regulations as it may prescribe for carrying 
out the purposes of this title. The members of the Federal Home 
Loan Bank Board shail constitute the board of trustees of the Cor- 
poration and shall serve as such without additional compensation. ] 
the Board. The principal office of the Corporation shall! be in the 
District of Columbia. 

(b) The Corporation shall have a capital stock of $100,000,000, 
which shall be divided into shares of $100 each. [The total amount 
of such capital stock shall be subscribed for by the Home Owners’ 
Loan Chiporation which is hereby authorized and directed to sub- 
scribe for such stock and make payment therefor in bonds of the 
Home Owners’ Loan Corporation. The Corporation shall issue to 
the Home Owners’ Loan Corporation receipts for payment for or on 
account of such stock, which shall serve as evidence of the ownership 
thereof, and the Home Owners’ Loan Corporation shall be entitled to 
the payment of dividends on such stock out of net earnings at a rate 
equal to the interest rate on such bonds, which dividends shall be 
cumulative. ] 

(c) [Upon the date of enactment of this Act, the Corporation shall 
become] The Corporation shall continue to be a body corporate, and 
shall be an instrumentality of the United States, and as such shall 
have power 

(1) To adopt and use a corporate seal. 

(2) To have succession until dissolved by Act of Congress. 

(3) To make contracts, and to settle, compromise, or release claims 
by or against the Corporation. 

(4) To sue and be sued, complain and defend, in any court of com- 
petent jurisdiction [in the United States or its Territories or posses- 
sions or in the Commonwealth of Puerto Rico, and] Notwithstanding 
section 1349 of title 28 of the United States Code or any other provision of 
law. the Corporation (a) shall be deemed to be an agency included in 
sections 1845 and 14 i2 of said title, and (b) may remove actions and 
prosecutions under subsection (a) of said section 1442, or se parate and 
unde pendent claims or causes of action under subsection (ce) of section 1441 
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of said title, without regard to any restriction or requirement imposed by 
said subsections. No attachment or execution shall be issued against the 
Corporation or its property before final judgment in any court of any 
State or of the United States or any District, Territory, or possession 
thereof, or any other court. The Corporation may be served by serving 
a copy of process on any of its agents or any agent of the [Home Loan 
Bank] Board and mailing a copy of such process by registered. mail to 
the Corporation at Washington, District of Columbia. 

(5) To appoint and to fix the compensation [, by its board of 
trustees, } of such officers, employees, attorneys, or agents, as shall be 
necessary for the performance of its duties under this title, without 
regard to the provisions of any other laws relating to the employment 
or compensation of officers or employees of the United States. Noth- 
ing in this title or any other provision of law shall be construed to 
prevent the appointment and compensation as an officer, attorney, 
or employee of the Corporation, of any officer, attorney, or employee 
of any board, corporation, commission, establishment, executive de- 
partment, or instrumentality of the Government. The Corporation, 
with the consent of any board, corporation, commission, establishment, 
executive department, or instrumentality of the Government, includ- 
ing any field [services] service thereof, may avail itself of the use of 
information, services[,] and facilities thereof in carrying out the 
provisions of this title. The Corporation shall be entitled to the 
[free] use of the United States mails for its official business in the 
same manner as the executive departments of the Government, and 
shall determine its necessary expenditures under this Act and the 
manner in which the same shall be incurred, allowed, and paid, without 
regard to the provisions of any other law governing the expenditure 
of public funds. All necessary expenses in connection with the making 
of supervisory or other examinations (except examinations of Federal 
[home loan] home-loan banks), including the provision of services 
and facilities therefor, shall be considered as nonadministrative 
expenses. 

(6) To adopt and amend bylaws and to adopt, amend, and require 
the observance of such rules, regulations, and orders as may from time 
to time be deemed necessary for carrying out the provisions or purposes 
of this title or for the protection of its insurance risk. 

(7) To require information and reports from insured institutions. 

(d) For the purposes of this title, the Corporation shall have power 
to borrow money, and to issue notes, bonds, debentures, or other 
such obligations upon such terms and conditions as the [board of 
trustees] Board may determine. Moneys of the Corporation [not 
required for current operations shall] may be deposited in [the Treas- 
ury of the United States, or upon the approval of the Secretary of the 
Treasury, in any Federal Reserve bank,] any depositary authorized 
or permitted by or under section 302 of the Government Corporation Con- 
trol Act or [shall] may be invested in obligations of, or guaranteed as 
to principal and interest by, the U nited States. When des ignated 
for that purpose by the Secretary of the Treasury, the Corporation 
shall be a depositary of public money under such regulations as may 
be prescribed by the Secretary of the Treasury, and may also be em- 
ployed as fiscal agent of the United States, and it shall perform all 
such reasonable duties as depositary of public money and fiscal agent 
as may be required of it. 
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(e) All notes, bonds, debentures, or other such obligations issued by 
the Corporation shall be exempt, both as to principal and interest, 
from all taxation (except surtaxes, estate, inheritance, and gift taxes) 
now or hereafter imposed by the United States, by any Territory, de- 
pendency, or possession thereof, or by any State, county, municipality, 
or local taxing authority. The Corporation, including its franchise, 
capital, reserves, surplus, and income, shall be exempt from all taxa- 
tion now or hereafter imposed by the United States, by any Territory, 
dependency, or possession thereof, or by any State, county, municipal- 
ity, or local taxing authority; except that any real property of the 
Corporation shall be subject to State, Territorial, county, municipal, 
or local taxation to the same extent according to its value as other real 
property is taxed. Nothing in th subsection shall affect the applica- 
bility of the Public Debt Act of 1941, as amended. 

(f) No individual, aonceinition, "partnership, or corporation shall 
use or display (1) any sign, device, or imsigne prescribed or approved 
by the Corporation for use or display by insured institutions, (2) any 
copy, reproduction, or colorable imitation of any such sign, device, or 
insigne, or (3) any sign, device, or in signe reasonably calculated to 
convey the impression that it is a sign, device, or insigne used by insured 
institutions, contrary to regulations of the Corporation prohibiting, or 
limiting or restricting, such use or display by such individual, association, 
partnership, or corporation. Every individual, partnership, association, 
or corporation violating this subsection shall be punished by a fine of not 
exceeding $5,000, or by imprisonment not exceeding one year, or both. 

(g) No individual, association, partnership, or corporation shall 
use the words “Federal Savings and Loan Insurance Corporation”’, 
or any combination of any of these words which would have the effect 
of leading the public in general to believe there was any connection, 
actually not existing, between such individual, association, partner- 
ship, or corporation and the Federal Savings and Loan Insurance 
Corporation, as the name under which he or it shall hereafter do 
business. No individual, association, partnership, or corporation 
shall advertise or otherwise represent falsely by any device whatsoever 
that his or its accounts are insured or in anywise guaranteed by the 
Federal Savings and Loan Insurance Corporation, or by the Gov- 
ernment of the United States, or by any instrumentality thereof; and 
no insured [member] institution shall advertise or otherwise represent 
falsely by any device whatsoever the extent to which or the manner in 
which its accounts are insured by the Federal Savings and Loan 
Insurance Corporation. Every individual, partnership, association, 
or corporation violating this subsection shall be punished by a fine of 
not exceeding [$1,000] $5,000, or by imprisonment not exceeding one 
vear, or both. 

(h) After [the effective date of this subsection] June 27, 1950, the 
Corporation is authorized and directed to pay off and retire annually 
at par an amount of its capital stock equal to 50 per centum of its 
net income for the fiscal year. Such payments shall be made promptly 
after the end of each fiscal year (beginning with the first fiscal year 
which begins after the date of enactment of this subsection) until the 
entire capital stock of $100,000,000 is retired. In lieu of any and all 
unpaid dividends, whether for any present, past, or future period, on 
its capital stock, the Corporation shall pay to the Secretary of the 
Treasury, promptly after the end of each fiscal year, beginning with the 
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fiscal year 1951, a return on the average amount, at par, of its capital 
stock outstanding during such fiscal year at a rate determined by the 
Secretary of the Treasury, taking into consideration the current 
average rate on outstanding marketable obligations of the United 
States as of the last day of the sixth month of such fiscal year [,, and 
the Corporation shall also pay to the Secretary of the Treasury an 
amount equal to 2 per centum simple interest per annum on its capital 
stock of $100,000,000 from June 27, 1934, to June 30, 1950, less any 
amount heretofore paid by the Corporation as dividends on such 
capital stock]. The retirement of such capital stock shall not affect 
the applicability to said Corporation of the Government Corporation 
Control Act, as amended. 

(i) The Corporation is authorized to borrow from the Treasury, 
and the Secretary of the Treasury is authorized and directed to loan 
to the Corporation on such terms as may be fixed by the Corporation 
and the Secretary, such funds as in the judgment of the [Home Loan 
Bank] Board are from time to time required for insurance purposes, 
not exceeding in the aggregate $750,000,000 outstanding at any one 
time, and the Corporation hereafter shall not exercise its borrowing 
power under the first sentence of subsection (d) of this section for the 
purpose of borrowing money from any other source: Provided, That 
each such loan shall bear interest at a rate determined by the Secretary 
of the Treasury, taking into consideration the current average rate on 
outstanding marketable obligations of the United States as of the 
last day of the month preceding the making of such loan [: Provided 
further, That nothing in this subsection shall prevent the Corporation 
from issuing debentures in accordance with the provisions of sub- 
section (b) of section 405]. For the purposes of this subsection the 
Secretary of the Treasury is authorized to use as a public-debt trans- 
action the proceeds of the sale of any securities hereafter issued under 
the Second Liberty Bond Act, as now or hereafter in force, and the 
purposes for which securities may be issued under the Second Liberty 
Bond Act, as now or hereafter in force, are hereby extended to include 
such loans. Any such loan shall be used by the Corporation solely in 
carrying out its functions with re spe ct to such insurance. All loans 
and repayments under this subsection shall be treated as public-debt 
transactions of the United States. 

(7) Except with the written consent of the Board, no person shall 
Serve as a director. officer, or employee of a Federal Home Loan Bank 
member or of an insured institution who has been convicted, or who is 
hereafter convicted, of any criminal offense involving dishonesty or 
breac h of trust. For ¢ ach wi ll ful violation of this prohibition, the member 
or insured institution involved shall be subject to a penalty of not more 
than $100 for each day this prohibition is violated, w hich the Board may 
recover by suit or otherwise for its own use. 


§ 404. Insurance of accounts and eligibility provisions [12 U.S. C., 
sec. 1726; N. H. Act, sec. 403] 


(a) It shall be the ity of the Corporation to insure the accounts 
of all Federal savings and loan associations, and it may insure the 
accounts of building and loan, savings and loan, and homestead as- 
sociations and cooperative banks organized and operated according 
to the laws of the State, District, Territor y, or possession in which they 
are chartered or organized. 
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(b) Application for such insurance shall be made immediately by 
each Federal savings and loan association, and may be made at any 

time by other eligible institutions. Such applications shall be in 
such form as the Corporation shall prescribe, and shall contain an 
agreement (1) to pay the reasonable cost of such examinations as the 
Corporation shall deem necessary in connection with such insurance, 
and (2) if the insurance is granted, to permit and pay the cost of 
such examinations as in the judgment of the Corporation may from 
time to time be necessary for its protection and the protection of 
other insured institutions, to permit the Corporation to have access 
to any information or report with respect to any examination made 
by any public regulatory authority and to furnish any additional in- 
formation with respect thereto as the Corporation may require, and 
to pay the premium charges for insurance as hereinafter provided. 

Zach applicant for such insurance shall also file with its application 
an agreement that during the period that the insurance is in force 
it will not make any loans be ‘yond fifty miles from its principal office 
except with the approval of, and pursuant to regulations of, the 
Corporation, but any applicant which, prior to the date of enactment 
of this Act, has been permitted to make loans beyond such fifty mile 
limit may continue to make loans within the territory in which the ap- 
plicant is operating of such date; will not, after it becomes an in- 
sured institution, issue securities which guarantee a definite return 
or which have a definite maturity except with the specific approval 
of the Corporation, or issue any securities the form of which has not 
been approved by the Corporation; will not carry on any sales plan or 
practices, or any advertising, in violation of regulations to be made by 
the Corporation; will provide adequate reserves satisfactory to the 
Corporation, to be established in accordance with regulations made 
by the Corporation, before paying dividends to its insured members; 
but such regulations shall require the building up of reserves to 5 per 
centum of all insured accounts within a reasonable period, not exceed- 
ing twenty years, and shall prohibit the payment of dividends from 
such reserves, or the payment of any dividends if any losses are charge- 
able to such reserves: Provided, That for any year dividends may ‘be 
declared and paid when losses are chargeable to such reserves if the 
declaration of such dividends in such case is approved by the 
Corporation. 

(c) The Corporation shall reject the application of any applicant 
if it finds that the capital of the applicant is impaired or that its 
financial policies or management are unsafe; and the Corporation 
may reject the application of any applicant if it finds that the char- 
acter of the management of the applicant, the character or nature of 
its facilities for seving the public, or its home financing policy is incon- 
sistent with sound and economical home financing, with the rendering 
of proper services to the public, or with the purposes of this title. Upon 
the approval of any application for insurance the Corporation shall 
notify the applicant, and upon the payment of the initial premium 
charge for such insurance, as provided in section [404] 405, the 
Corporation shall issue to the applicant a certificate stating that it 
has become an insured institution. In considering applications for 
such insurance the Corporation shall give full consideration to all 
factors in connection with the financial condition and policies of 
applicants [and insured institutions], the need for additional insured 
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institutions in the community, and the effect of the granting of insurance 
upon existing insured institutions in the community, and shall have 
power to [make such adjustments in their financial statements as 
the Corporation finds to be] impose such conditions to insurance, 
which conditions may be conditions precedent or conditions subsequent, 
as it may deem necessary or advisable in the public interest or for the 
protection of investors. Any such conditions heretofore imposed are 
hereby validated. 

(d) Any institution which applies after the effective date of the 
Housing Amendments of 1955 for insurance under this title shall pay, 
in the event its application is approved, an admission fee in such 
amount as the Corporation shall determine, taking into consideration 
the total cost of processing all insurance applications. 

(e) Except with the prior approval of the Corporation by regulations 
or otherwise, no insured institution shall (1) be a party to any merger 
or consolidation; (2) purchase any assets from or sell any assets to any 
savings and loan, building and loan, or homestead association or coop- 
erative bank, or any savings bank; or (3) inerease its accounts of an 
insurable ty pe through or in connection with any purchase of any assets. 

f) For the purposes of subsection (e), the Corporation shall have 
power from time to time (1) to make such classifications as it may deem 


necessary or appropriate therefor and (2) to define any or all of the 
terms used in said subsection. 


§ 405. Premiums on insurance [12 U.S. C., see. 1727; N. H. Act 


sec. 404] 


(a) Each institution whose application for insurance is approved 
by the Corporation shall pay to the Corporation, in such manner as 
it shall prescribe, a premium charge for such insurance equal to one- 
twelfth of 1 per centum of the total amount of all accounts of the 
insured nantes of such institution plus any creditor obligations of 
such institution. Such premium shall be paid at the time the certifi- 
cate is issued by the Corporation under section [403] 404, and there- 
after annually until a reserve fund has been established by the Cor- 
poration equal to 5 per centum of all insured accounts and creditor 
obligations of all insured institutions; exe ept that under regulations 
prescribed by the Corporation such premium charge may be paid 
semiannually. If at any time such reserve fund falls below such 5 
per centum, the payment of such annual premium charge for insurance 
shall be resumed and shall be continued until the reserve is brought 
back to such 5 per centum. For the purposes of this subsection, the 
amount in all accounts of insured members and the amount of creditor 
obligations of any institution may be determined from adjusted state- 
ments made within one year prior to the approval of the : application 
of such institution for insurance, or in such other manner as the 
Corporation may by rules and regulations prescribe. The Corporation 
may by regulations provide for premium adjustments in the case of merger 
or consolidation involving an insured institution or insured institutions, 
liquidation or dissolution of an insured institution, or 
by or from an insured institution. 

(b) The Corporation is further authorized to assess against each 
insured institution additional premiums for insurance until the amount 
of such premiums equals the amount of all losses and expenses of the 
Cor, oration; except that the total amount so assessed in any one year 


purchase of assets 












































































































































































218 FINANCIAL INSTITUTIONS ACT OF 1957 


against any such institution shall not exceed one-eighth of 1 per centum 
of the total amount of the accounts of its insured members and its 
creditor obligations. 

[(c) If an ‘nsured institution has paid a premium (other than any 
premium which may be assessed under subsection (b) of this section) 
at a rate in excess of one-twelfth of 1 per centum of the total amount 
of the accounts of its insured members and its creditor obligations for 
any period of time after June 30, 1949, it shall receive a credit upon its 
future premiums in an amount equal to the excess premium so paid 
for the period beyond such date.] 


§ 406. Payment of insurance [i2 U.S. C., sec. 1728; N. H. Act, see. 
405] 

(a) Each institution whose application for insurance under this 
title is approved by the Corporation shall be entitled to insurance up 
to the full withdrawal or repurchasable value of the accounts of each 
of its members and investors (including individuals, partnerships, 
associations, and corporations ) holding withdrawable or repurehas- 
able shares, investment certificates, or deposits, in such institution ; 
except that no member or investor of any such institution shall be in- 
sured for an aggregate amount in excess of $10,000. 

(b) In the event of a default by any ‘nsured institution, payment of 
each insured account in such insured institution which 1s surrendered 
and transferred to the Corporation shall be made by the Corporation 
as soon as possible either (1) by cash or (2) by making available to 
each insured member a transferred account in a new insured institu- 
tion in the same community or in another insured institution im an 
amount equal to the ‘nsured account of such insured member: Pro- 
vided, That the Corporation, in its discretion, may require proof of 
claims to be filed before paying the insured accounts, and that in any 
case where the Corporation ‘s not satisfied as to the validity of a claim 
for an insured account, it may require the final determination of a 
court of competent jurisdiction before paying such claim. 

(c) No action against the Corporation to enforce a claim for pay- 
ment of insurance upon an insured account of an insured institution 
in default shall be brought after the expiration of three years from 
the date of default unless, within such three-year period, the conserva- 
tor, receiver, Or other legal custodian of the insured institution shall 
have recognized such insured account as a valid claim against the 
insured institution and the claim for payment of insurance shall have 
been presented to the Corporation and its validity denied, in which 
event the action may be brought within two years from the date of 
such denial. 


§ 407. Termination of insurance [i2 U.S. C., sec. 1730; N. H. Act, 
sec. 407] 

Any insured institution other than a Federal savings and loan 
association may terminate its status as an insured institution by 
written notice to the Corporation. Whenever in the opinion of the 
[Home Loan Bank] Board any ‘nsured institution has violated its 
duty as such or has [continued] engaged in or 18 engaging 1m unsafe 
or unsound practices in conducting the business of such institution, 
or has knowingly or negligently permitted any of its officers or agents 
to violate any provision of any law or regulation to which the insured 
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institution is subject, [said] the Board shall first give to the authority 
having supervision of the institution, if any, a statement with respect 
to such practices or violations for the purpose of securing the correction 
thereof and shall give a copy thereof to the institution. In the case 
of an institution of a State where there is no supervisory capa 4 
the statement shall be sent directly to the institution. Unless suct 
correction shall be made within one hundred and twenty days or 
within twenty days in any case where the Board in its discretion has 
determined that the insurance risk of the Corporation is unduly jeopard- 
ized, or such shorter period of time as the supervisory authority, if 
any, shall require, the [Home Loan Bank] Board, if it shall determine 
to proceed further, shall give to the institution not less than thirty 
days’ written notice of intention to terminate the status of the institu- 
tion as an insured institution, and shall fix a time and place for a 
hearing before the [Home Loan Bank] Board, a member thereof, or 
a person designated by the Board. The [Home Loan Bank] Board 
shall make written findings. Unless the imstitution shall appear at 
the hearing by a duly authorized representative, it shall be deemed 
to have consented to the termination of its status as an msured institu- 
tion. If the [fflome Loan Bank] Board shall find that any unsafe or 
unsound practice or violation specified in such notice has been estab- 
lished and has not been corrected within the ae above prescribed 
in which to make such correction, the [Home Loan Bank] Board 
may issue its order terminating the msured status of the institution 
effective on a date subsequent to such finding and to the expiration 
f the time specified in such notice of intention. The hearing here- 
inabove provided for shall be held in accordance with the provisions 
of the Administrative Procedure Act and shall be subject to review 
as therein provided [and] except that the review by the court shall be 
upon the weight of the evidence. In the event of the termination of 
such status, insurance of its accounts to the extent that they were 
insured on the date of such notice by the mstitution to the Corporation 
or such order of termination, less any amounts thereafter withdrawn, 
repurchased, or redeemed which reduce the insured accounts of an 
insured member below the amount insured on the date of such notice 
or order, shall continue for a period of two years, but no investments 
or deposits made after the date of such notice or order of termination 
shall be insured. The Corporation shall have the right to examine 
such institution from time to time during the two-year period afore- 
said. Such msured institution shall be obligated to pay, within thirty 
days after any such notice or order of termination, as a final insurance 
premium, & sum equivalent to twice the last annual insurance premium. 
paid by it. In the event of the termination of insurance of accounts 
as herem provided the institution which was the insured institution 
shall give prompt and reasonable notice to all of its insured members 
that it has ceased to be an msured institution and it may include in 
such notice the fact that insured accounts, to the extent not with- 
drawn, repurchased, or redeemed, remain insured for two years from 
the date of such termination, but it shall not further represent itself 
im any manner as an insured institution. In the event of failure to 
ive the notice to insured members as herein provided the Corporation 
is authorized to give reasonable notice. 
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§ 408. Liquidation of insured institutions [12 U. S. C., sec. 1729; 
N. H. Act, sec. 406] 


(a) In order to facilitate the liquidation of insured institutions, the 
Corporation is authorized (1) to contract with any insured institution 
with respect to the making available of insured accounts to the insured 
members of any insured institution in default, or (2) to provide for 
the organization of a new Federal savings and loan association for 
such purpose subject to the approval of the [Federal Home Loan 
Bank] Board. 

(b) In the event that a Federal savings and loan association is in 
default, the Corporation shall be appointed as [conservator or] re- 
ceiver and is authorized as such (1) to take over the assets of and 
operate such association, (2) to take such action as may be necessary 
to put it in a sound and solvent condition, (3) to merge it with another 
insured institution, (4) to organize a new Federal savings and loan 
association to take over its assets, or (5) to proceed to liquidate its 
assets in an orderly manner, whichever shall appear to be to the best 
interests of the insured members of the association in default; and in 
any event the Corporation shall pay the insurance as provided in 
section [405] 406 and all valid credit obligations of such association. 
The surrender and transfer to the Corporation of an insured account 
in any such association which is in default shall subrogate the Corpo- 
ration with respect to such insured account, but shall not affect any 
right which the insured member may have in the uninsured portion 
of his account or any right which he may have to participate in the 
distribution of the net proceeds remaining from the disposition of the 
assets of such association. In the event of such appointment the Corpo- 
ration shall have power to purchase at public or private sale the assets or 
any part thereof of such association. 

(c) In the event any insured institution other than a Federal sav- 
ings and loan association is in default, the Corporation shall have 
authority to act as conservator, receiver, or other legal custodian of 
such insured institution, [and the services of the Corporation are 
hereby tendered to the court or other public authority having the 
power of appointment] or as joint conservator, receiver, or other legal 
custodian, and to accept an appointment in any of said capacities from 
the court or other public authority having the power of appointment. 
If the Corporation is so appointed, it shall pay the insurance as pro- 
vided in section 406 and shall, as far as not inconsistent with its powers 
and duties under such appointment, have the same powers and duties 
with respect to the insured institution in default as are conferred upon 
it under subsection (b) with respect to Federal savings and loan asso- 
ciations. If the Corporation is not so appointed it shall pay the insur- 
ance as provided in section [405] 406, and shall have eS (1) to 
[bid for the assets of the insured institution in default, (2) to] nego- 
tiate for the merger of the insured institution or the saneie of its 
assets, or [(3)] (2) to make any other disposition of the matter as it 
may deem in the best interests . all concerned. Whether or not the 
Corporation is so appointed, the Corporation shall have power to pur- 
chase at public or private sale the assets or any part thereof of such in- 
stitution. 

(d) In connection with [the liquidation of] insured institutions in 
default, the Corporation shall have power to carry on the business of 
and to collect all obligations to the insured institutions, to settle, com- 
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promise, or release claims in favor of or against the insured institu- 
tions, and to do all other things that may be necessary in connection 
therewith, subject only to the regulation of the court or other public 
authority having jurisdiction over the matter. 

(e) The Corporation shall make an annual report to the Congress 
of the operation by it of insured institutions in default, and shall keep 
a complete record of the administration by it of the assets of such 
insured institutions which shall be subject to inspection by any officer 
of any such insured institution or by any other interested party, and, 
if any such insured institution is operated under the laws of any 
State, district, Territory, or possession [of the United States, or of the 
District of Columbia], such annual report shall also be filed with the 
public authority which has jurisdiction over the insured institution. 

(f) In order to prevent a default or impairment in an insured insti- 
tution or in order to restore an impairment in an insured institution or to 
restore an insured institution in default to normal operation as an 
insured institution, the Corporation is authorized, in its discretion, 
to make loans to, purchase the assets of, or make a contribution to, an 
insured institution or an insured institution in default; but no contri- 
bution shall be made to any such institution in an amount in excess 
of that which the Corporation finds to be reasonably necessary [to 
save the expense of liquidating such institution] therefor. 


§ 409. Regulation of holding companies 


(a) As used in this section, the term “company”? means any corpo- 
ration, partnership, joint-stock company, business trust, voting trust, 
association, or any similar organized group of persons, whether in- 
corporated or not, excluding, however, the Corporation and any com- 
pany, all or the majority of the stock or shares of which is owned by 
the United States or by any State. Notwithstanding the provisions of 
the sentence next preceding, the term “company” does not mean the ad- 
ministrators of an individual’s estate or the executors of an individual’s 
will, 

(6) No application shall hereafter be approved for insurance of the 
accounts of any institution which is directly or indirectly controlled by, 
or more than 10 per centum of the stock of which is directly or indirectly 
held with power to vote by, any company which also directly or indirectly 
controls, or directly or indirectly holds with power to vote more than 10 
per centum of the stock of, any insured institution or any other appli- 
cant for insurance. In the event any such application is hereafter 
approved, the Board may terminate the insured status of such institution. 

In such event the Board shall give to the institution not less than thirty 
days’ w ritten notice of intention to terminate the status of the institution 
as an insured institution, stating therein the ground of such termination, 
and shall fix a time and place for a hearing as provided in the fourth 
sentence of section 407 on the question whether such application Was 
approved an riolation of the provisions of this subsection, and the suc- 
ceedi ng provistons of section 407 shall be applicable with respect to any 
such termination. 

(c) It shall be unlawful for any company hereafter, directly or 
indirectly 

(1) to acquire the control of, or to acquire with power to vote 
more than 10 per centum of the stock of. more than one insured 


institution, or 
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(ii) to acquire the control of, or acquire with power to vote more 
than 10 per centum of the stock of (or any stock in excess of any 
percentage continuously held by such company on and after the 
effective date of this section of 10 per centum or more of the stock 
of) any insured institution when it directly or indirectly holds the 
control of, or directly or indirectly holds with power to vote more 
tha . 10 per centum of the stock of, any other insured institution. 

(d) Any lender of money may, without regard to the provisions of this 
section, acquire stock pursuant to a pledge or hypothecation to secure a 
loan or in connection with the liquidation of a loan, but it shall be unlaw- 
ful for any such lender of money to retain for a period of more than one 
year any stock the acquisition of which by such lender would, except for 
the provisions of this subsection, have been unlawful under any provision 
of this section. 

(e) If, in the opinion of the Board, any company directly or indirectly 
holds any control or any stock acquired or retained in violation of any 
provision of this section it shall give such company 7 tice that if such 
stock is not disposed of within thirty days an action will be brought to 
for "Ce disposal of such stock. Tf such company does not dispose of such 

stock within thirty days after such notice the Board may, without regard 
to any statute of limitation. institute in the United States district court 
for the district in which the home office of such company is located, or in 
the United States District Court for the District of Columbia and prose- 
cute to final satisfaction, an action to require disposal of such control or 
stock, or both, and said courts shall have jurisdiction of all such actions. 
In any such action the issues shall be triable solely by the court and the 
court shall have power to issue its order or orders requiring such disposal. 

Any such action shall be brought by the Board in its own name and may, 
in the discretion of the Board, be prosecuted through its own attorneys. 
All expenses of the Board under this section shall be considered as 
nonadministrative ¢ rpenses. 

(f) Any company which willfully molates an y of the foregoing provi- 
sions of this section shall upon conviction be fined not more than 310, O00. 

(g) cis used in this section (except where used in subsection (a)), the 
term “stock’’ means nonwithdrawable stock, underlying ownership stock 
other than mutual shares in a mutual institution, permanent stock, guar- 
anty stock, or stock of a similar nature by whatever name called. The 
Board is hereby authorized to define, by regulation, the terms “directly 
or indirectly,’ “‘stock of a similar nature,”’ and other terms used in this 
section, to the extent which it deems necessary to prevent evasion of the 
purposes or provisions of this section. 








TITLE VII—FEDERAL CREDIT UNION ACT 


The citations at the beginning of each provision of the bill indicate 
the corresponding provision of existing law. The first citation is to 
the United States Code, and the second citation is to the statute 
involved. For example, the citation following section 1 below, ‘12 
U.S. C., see. 1751; F. C. U. Act, see. 1”, means that the provision 
corresponding to the new section 1 may be found in the United States 
Code, title 12, section 1751, and it is also section 1 of the existing 
Federal Credit Union Act 
$ 1. Short title [12 U.S. C., see. 1751; F. C. U. Act, sec. 1] 

This Act may be cited as the ‘‘Federal Credit Union Act” 

§ 2. Definitions [12 U.S. C., see. 1752; F. C. U. Act, see. 2] 

[A Federal credit union is defined as a cooperative: association 
organized in accordance with the provisions of this Act for the purpose 
of promoting thrift among its members and creating a source of credit 
for provident or productive purposes. When used in this Act the 
term “Bureau’’ means Bureau of Federal Credit Unions, and the term 
“Director” means the Director thereof.] 

As used in this Aet 

(a) The term “Federal credit union”’ means a cooperative association 
organized in accordance with the provistons of this Act for the pur pose of 
promoting thrift among its members and creating a source of credit for 
provide nt or productive pur poses. 

(b) The term ‘“‘Bureau”’ means the Bureau of Federal Credit Unions. 

(c) The term ‘“‘Director’’ means the Director of the Bureau of Federal 
Credit Unions. ; ; 


§ 3. Creation of bureau [12 U.S. C., 1751a; 62 Stat. 1092] 


There [is established] shall be in the ttre nt of Health, 
Education, and Welfare a Bureau of Federal Credit Unions, which 
shall be under the supervision of a Director appointed by the Secretary 
of Health, Education, and Welfare. The Bureau of Federal Credit 
Unions and the Director [thereof] shall be under the general direction 
and supervision of the Secretary. [The functions, powers, and duties 
of the Farm Credit Administration under the Federal Credit Union 
Act, as amended, shall be exercised by the Bureau of Federal Credit 
Unions. The functions, powers, and duties of the Governor of the 
Farm Credit Administration under the Federal Credit Union Act, as 
amended, shall be exercised by the Director of the Bureau of Federal 
Credit Unions.]! 


By Executive Order 9148, April 27, 1942, 7 F. R. 3145, the Bureau of Federal Credit Unions was trans- 


ferred from the Farm Credit Administration to the Federal Deposit Insurance Corporation; and see sec 
401 of Reorganization Plan No. 1 of 1947. It was transferred to the Federal Security Agency by the act of 
June 29, 1948 (62 Stat. 1091 Reorganization Plan No. 1 of 1953 created the Department of Health, Educa- 


tion, and Welfare and transferred to it all functions and agencies of the Federal Security Agency, which was 
abolished. From time to time since en: tment of the Federal Credit Union Act, amendments thereof have 
taken cognizance of the effects of the various reorganizations so that the statutory law is not consistent. 
Consequently, no attempt has been made herein to indies ite the predecessors of the official or organizational 
unit included in the bill 
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§ 4. Federal credit union organization [12 U.S. C., sec. 1753; F. C. U. 
Act, sec. 3] 

Any seven or more natural persons who desire to form a Federal 
credit union shall subscribe before some officer competent to admin- 
ister oaths an organization certificate in duplicate which shall specifi- 

sally state— 

(1) The name of the association. 

(2) The location of the proposed Federal credit union and the 
territory in which it will operate. 

(3) The names and addresses of the subscribers to the certifi- 
cate and the number of shares subscribed by each. 

‘3 The par value of the shares, which shall be $5 each. 

(5) The proposed field of membership, specified in detail. 

(6) The term of the existence of the corporation, which may 
be perpetual. 

(7) The fact that the certificate is made to enable such persons 
to avail themselves of the advantages of this Act. 

Such organization certificate may also contain any provisions 
approved by the Director for the management of the business of the 
association and for the conduct of its affairs and relative to the powers 
of its directors, officers, or stockholders. 

§ 5. Approval of organization certificate [12 U. S. C., see. 1754; 
F.C. U. Act, sec. 4] 

Any such organization certificate shall be presented to the Director 
for approval. Upon such approval the Federal credit union shall be 
a body corporate and as such, subject to the limitations herein con- 
tained, shall be vested with all of the powers and charged with all the 
liabilities conferred and imposed by this Act upon corporations organ- 
ized hereunder. Before any organization certificate is approved an 
appropriate investigation shall be made for the purpose of deter- 
mining (1) whether the organization certificate conforms to the pro- 
visions of this Act; (2) the general character and fitness of the sub- 
scribers thereto; and (3) the economic advisability of establishing the 
proposed Federal credit union. Upon approval of such organization 
certificate by the Director it shall be the charter of the corporation, 
and one of the originals thereof shall be delivered to the corporation 
after the payment of the fee oar therefor. 

§ 6. Fees [12 U.S. C., see. 1755; F. C. U. Act, sec. 5] 

For the purpose of paying ihe costs incident to the ascertainment 
of whether an organization certificate should be approved the sub- 
scribers to any such certificate shall pay, at the time of filing their 
organization certificate, the amount prescribed by the Director, which 
shall not exceed $20 in any case; and on the approval of any organiza- 
tion certificate they shall also pay a fee of $5. Not later than January 
31 of each calendar year, each Federal credit union shall pay to the 
Bureau [of Federal Credit Unions] for the preceding calendar year, 
a supervision fee in accordance with a graduated sc ‘ale prescribed by 
regulation on the basis of assets as of December 31 of such preceding 
year, but such fee shall in no event be less than $10 nor (subject to 
such minimum) more than the amounts specified in the following 
table: Provided, however, That no such annual fee shall be payable by 
such an organization with respect to the year in which its charter is 
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issued or the year in which final distribution is made in liquidation 
of the credit union or the charter is otherwise canceled. 
Total assets Mazimum fee 


$500,000 or less _ - ._ 30 cents per $1,000. 


Over $500,000 and not $150, plus 25 cents per $1,000 in excess of $500,000. 
over $1,000,000. 


Over $1,000,000 and $275, plus 20 cents per $1,000 in excess of $1,000,000. 
not over $2,000,000. 

Over $2,000,000 and $475, plus 15 cents per $1,000 in excess of $2,000,000. 
not over $5,000,000. 

Over $5,000,000_______ $925, plus 10 cents per $1,000 in excess of $5,000,000. 
Norr.—In S§. 1451, the table follows the last sentence of this section, rather than preceding it, as in exist- 


ing law. Since this change in position of the table was apparently inadvertent, this print shows the table 
as it is located in the existing law. 


All such fees shall be deposited with the Treasurer of the United 
States for the account of the Bureau and may be expended by the 
Director for such administrative and other expenses incurred in carry- 
ing out the provisions hereof as he may determine to be proper, the 
purpose of such fees being to defray, as far as practicable, the admin- 
istrative and supervisory costs incident to the carrying out of this 


Act. 


§ 7. Reports, eraminations, and audits [12 U.S. C., see. 1756; F.C. U. 
Act, sec. 6] 

Federal credit unions shall be under the supervision of the 
Director, and shall make such financial reports to him (at least 
annually) as he may require. Each Federal credit union shall be 
subject to examination by, and for this purpose shall make its books 
and records accessible to, any person designated by the Director. 
The Director shall fix a scale of examination fees to be paid by Fed- 
eral credit unions, giving due consideration to the time and expense 
incident to such examinations, and to the ability of Federal credit 
unions to pay such fees, which fees shall be assessed against and paid 
by each Federal credit union promptly after the completion of such 
examination. Examination fees collected under the provisions of 
this section shall be deposited to the credit of the special fund created 
by section [5] 6 hereof, and shall be available for the purposes 
specified in said section [5] 6. 

(6) The Director shall encourage every Federal credit union to make 
an adequate internal audit of its affairs at least once each year. In 
any case in which the Director deems it is necessary, either because 
of the absence or inadequacy of any such internal audit or for any other 
reason arising in the course of the supervision of any Federal credit 
union, he may require at such times as he deems necessary that such 
Federal credit union have an audit by an independent individual or 
Sirm approved by the Director or in the alternative require that it be 
audited by the Bureau. The expense of any such audit by the Bureau 


shall be considered part of the examination fees authorized in subsection 
(a) of this section. 


§ 8. Powers [12 U.S. C., see. 1757; F. C. U. Act, see. 7] 
A Federal credit union shall have succession in its corporate name 
during its existence and shall have power 
To make contracts. 
(2) To sue and be sued. 
To adopt and use a common seal and alter the same at 
pleasure. 








226 








FINANCIAL INSTITUTIONS ACT OF 1957 


(4) To purchase, hold, and dispose of property necessary and 
incidental to its operations. 

(5) To make loans with maturities not exceeding 3 years to its 
members for provident or productive purposes upon such terms 
and conditions as this Act and the bylaws provide and as the 
credit committee may approve, at rates of interest not exceeding 
1 per centum per month on unpaid balances (inclusive of all 
charges incident to making the loan): Provided, That no loans 
to a director, officer, or member of a committee shall exceed the 
amount of his holdings in the Federal credit union as represented 
by shares thereof. No director, officer, or committee member 
shall endorse for borrowers. A borrower may repay his loan, 
prior to maturity, in whole or in part on any business day. The 
taking, receiving, reserving, or charging of a rate of interest 
greater than is allowed by this [subsection] paragraph, when 
knowingly done, shall be deemed a forfeiture of the entire interest 
which the note, bill, or other evidence of debt carries with it, or 
which has been agreed to be paid thereon. In case the greater 
rate of interest has been paid the person by whom it has been paid, 
or his legal representatives, may recover back, in an action in the 
nature of an action of debt, the entire amount of interest thus 
paid from the credit union taking or receiving the same: Promded, 
That such action is commenced within 2 years from the time the 
usurious transaction occurred. 

(6) To receive from its members payments on shares. 

(7) To invest its funds (a) in loans exclusively to members; 
(6) in obligations of the United States of America, or securities 
fully guaranteed as to principal and interest thereby; (c) in accord- 
ance with rules and regulations prescribed by the Director, in 
loans to other credit unions in the total amount not exceeding 25 
per centum of its paid-in and unimpaired capital and surplus; 
(d) or in shares or accounts of Federal savings and loan associa- 
tions, and in shares or accounts of any other institution, the ac- 
counts of which are insured by the Federal Savings and Loan 
Insurance Corporation. 

(8) To make deposits in national banks and in State banks, 
trust companies, and mutual savings banks operating in accord- 
ance with the laws of the State in which the Federal credit union 
does business. 

(9) To borrow (from any source) in an aggregate amount not 
exceeding 50 per centum of its paid-in and unimpaired capital 
and surplus: Provided, That any Federal credit union may dis- 
count with or sell to any Federal intermediate credit bank any 
eligible obligations up to the amount of its paid-in and unim- 
paired capital, subject to such rules and regulations as may be 
prescribed by the Director. 

(10) To fine members, in accordance with the bylaws, for fail- 
ure to meet promptly their obligations to the Federal credit 
union. 

(11) To impress and enforce a lien upon the shares and divi- 
dends of any member, to the extent of any loan made to him and 
any dues or fines payable by him. 

(12) To exercise such incidental powers as shall be necessary 
or requisite to enable it to carry on effectively the business for 
which it is incorporated. 
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§ 9. Bylaws [12 U.S. C., sec. 1758; F. C. U. Act, sec. 8] 


In order to simplify the organization of Feder: al credit unions the 
Director shall[, upon. the passage of this Act,] from time to time cause 
to be prepared a form of organization certificate and a form of bylaws, 
consistent with this Act, which shall be used by Federal credit union 
incorporators, and shall be supplied to them on request. At the 
time of presenting the organization certificate the incorporators shall 
also submit proposed bylaws to the Director for his approval. 

§ 10. Membership [12 U.S. C., sec. 1759; F. C. U. Act, sec. 9] 

Federal credit union membership shall consist of the incorporators 
and such other persons and incorporated and unincorporated organi- 
zations, to the extent permitted by rules and regulations prescribed 
by the Director, as may be elected to membership and as such shall, 
each, subscribe to at least one share of its stock and pay the initial 
installment thereon and the entrance fee; except th: at Federal credit 
union membership shall be limited to groups having a common bond 
of occupation, or association, or to groups within a well-defined neigh- 
borhood, community, or rural district. Shares may be issued in joint 
tenancy with right of survivorship with any persons designated by 

‘the credit union member, but no joint tenant shall be permitted to 
vote, obtain loans, or hold office, unless he is within the field of 
membership and is a qualified member. 


§ 11. Members’ meetings [12 U.S. C., see. 1760; F. C. U. Act, see. 10] 

The fiseal vear of all Federal credit unions shall end December 31. 
The annual meeting of each Federal credit union shall be held at such 
time during the month of the following January and at such place as 
its by laws shall prescribe, Special meetings may be held in the manner 
iidicated in the bylaws. No member shall be entitled to vote by proxy, 
but a member other than a natural person may vote through an agent 
designated for the purpose. Irrespective of the number of shares held 
by him, no member shall have more than one vote. 


§ 12. Management [12 U.S. C., sec. 1761 (a); F.C. U. Act, see. 11 (a)J 

The business affairs of a Federal credit union shall be managed by 
a board of not less than five directors, a credit committee of not less 
than three members, and a supervisory committee of three members 
(a majority of whom shall not be directors) all to be elected by the 
members (and from their number) at their annual meeting, and to 
hold office for such terms, respectively, as the bylaws may provide. A 
record of the names and addresses of the members of the board and 
committees and officers shall be filed with the Bureau within ten days 


after their election. No member of the board or of either committee 
shall, as such, be compensated. 


§ 13. Officers [12 U.S. C., sec. 1761 (b); F. C. U. Act, sec. 11 (b)J 
At their first meeting after the annual meeting of the members, the 
directors shall elect from their number a president, [a vice president] 
one or more vice presidents, [a clerk] a secretary, and a treasurer, who 
shall be [the] executive officers of the [corporation and may be 
compensated for their services to such extent as the by-laws may 
provide. corporation. No executive officer, except the treasurer, shall, 
as such, be com pe nsated. The offices of [c lerkJ secretary and treasurer 
may be held by the same person. The duties of the officers shall be as 
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determined by the bylaws, except that the treasurer shall be the 
general manager of the corporation. Before the treasurer shall enter 
upon his duties he shall give bond with good and sufficient surety, in 
an amount and character to be determined from time to time by the 
board of directors in compliance with regulations prescribed, from 
time to time, by the Director, conditioned upon the faithful per- 
formance of his trust. 

§ 14. Directors [12 U.S. C., sec. 1761 (c); F. C. U. Act, see. 11 (c)J 

The board of directors shall meet at least once a month and shall 
have the general direction and control of the affairs of the corporation. 
Minutes of all such mee tings shall be kept. Among other things they 
shall act upon applications for membership; require any officer or 
employee having custody of or handling funds to give bond with good 
sat sufficient surety in an amount and character to be determined 
from time to time by the board of directors in compliance with regu- 
lations prescribed, from time to time, by the Director, and authorize 
the payment of the premium or premiums therefor from the funds of 
the Federal credit union; [recommend the declaration of divi- 
dends;] fill vacancies in the board and in the credit committee until 
successors elected at the next annual meeting have qualified; have 
charge of investments other than loans to me .mbers; determine from 
time to time the maximum number of shares that may be held by 
any individual; subject to the limitations of this Act, determine the 
interest rates on loans and the maximum amount that may be loaned 
with or without security to any member; and, subject to such regula- 
tions as may be issued by the Director, authorize an interest refund 
to members of record at the close of business on December 31 in 
proportion to the interest paid by them during that [vear.] year; 
and provide for compensation of necessary clerical and auditing assist- 
ance requested by the supervisory committee. 

§ 15. Credit committee [12 S. C., sec. 1761 (d); F. C. U. Act, 
sec. 11 (d)] 

The credit committee shall hold such meetings as the business of 
the Federal credit union may require and not less frequently than 
once a month (of which meetings due notice shall be given to members 
of the committee) to consider applications for loans. No loan shall 
be made unless i¢ is approved by a majority of the [entire] committee 
and by all [the] members of the committee who are present at the 
meeting at which the application is considered. Applications for 
loans shall be made on forms prepared by such committee, which 
shall set forth the purpose for which the loan is desired, the security, 
if any, and such other data as may be required. No loan shall be 
made to any member which [shall cause] causes such member to 
become indebted to the Federal credit union in [the] an aggregate 
amount, upon loans made to such member, which is in excess of [$200 
or 10 per centum of the Federal credit union’s paid-in unimpaired 
capital and surplus, whichever is greater, or in excess of $400 unless 
such excess over $400 is adequately secured. For the purposes of 
this subdivision an assignment of shares or the endorsement of a 
note shall be deemed security.] $500 unless such excess over $500 is 
adequately secured, except that in no event may any such loan be made 
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if such aggregate amount would be in excess of whichever of the following 
is the greater: 
(1) $200, o7 
(2) 10 per centum of the credit union’s paid-in unimpaired 
capital and surplus. 


§ 16. Supe rvisory committee [12 U.S. C., sec. 1761 (e); F. C. U. Act, 
sec. 11 (e)] 

The supervisory committee shall make, at least quarterly, an exam- 
ination of the affairs of the Federal credit union, including an audit 
of its books; shall make an annual audit and a report to be submitted 
at the annual meeting of the corporation; and, by a unanimous vote, 
may suspend any officer of the corporation; or any member of the 
credit committee or of the board of directors until the next members’ 
meeting, which said meeting, however, shall be held within 7 days of 
said suspension and at which meeting said suspension shall be acted 
upon by the members; and, by a majority vote, may call a special 
meeting of the shareholders to consider any violation of this Act, the 
charter, or of the bylaws, or any practice of the corporation deemed 
by the committee to be unsafe or unauthorized. The said committee 
shall fill vacancies in its own membership until successors to be elected 
at the next annual meeting have qualified. The supervisory commit- 
tee shall cause the passbooks and accounts of the members to be veri- 
fied with the records of the treasurer from time to [time] time, and 
not less frequently than once every two years. As used in this section, 
the term “passbook” shall include any book, statement of account, or 
other record approved or the Director for use by Federal credit unions. 
§ 17. Reserves [12 U.S. C., sec. 1762; F. C. U. Act, sec. 12] 

All entrance fees and ae provided by the bylaws and 20 per 
centum of the net earnings of each year, before the declaration of any 
dividends, shall be set aside as a regular reserve against losses on bad 
loans and such other losses as may be specified in the bylaws in aceord- 
ance with reguls tions prescribed under this Act: Provided, however, 
That when the regular reserve thus established shall equal 10 per 
centum of the total amount of members’ shareholdings, no further 
transfer of net earnings to such regular reserve shall be required ex- 
cept that such amounts not in excess of 20 per centum of the net earn- 
ings as may be needed to maintain this 10 per centum ratio shall be 
transferred. In addition to such regular reserve, special reserves to 
protect the interests of members shall be established when required 


(a) by regulation, or (6) in any special case, when found bythe 
Director to be necessary for that purpose. 

§ 18. Dividends [12 U.S. C., sec. 1763; F. C. U. Act, sec. 13] 

[At the annual meeting a dividend may be declared from the re- 
maining net earnings on recommendation of the board of directors, 
which dividend shall be paid on all paid-up shares outstanding at 
the end of the preceding fiscal year. Shares which become fully paid 
up during such year shall be entitled to a proportional part of said 
dividend calculated from the first day of the month following such 
payment in full.J 

Annually or semiannually, as the bylaws may provide and after 
provision for the required reserves, the board of directors may declare a 
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dividend to be paid from the remaining net earnings. Such dividend 
shall be paid on all paid-up shares outstanding at the end of the period 
for which the dividend is declared. Shares which become fully paid up 
during such dividend period and are outstanding at the close of the period 
shall be entitled to a proportional part of such dividend. Dividend 
credit for a month may be accrued on shares which are or become fully 
paid up during the first five days of that month. 


§ 19. Expulsion and withdrawal [12 U.S. C., see. 1764; F. C. U. Act, 
sec. 14] 

A member may be expelled by a two-thirds vote of the members 
of a Federal credit union present at a special meeting called for the 
purpose, but only after an opportunity has been given him to be 
heard. Withdrawal or expulsion of a member shall not operate to 
relieve him from liability to the Fede as credit union. The amount to 
be paid a withdrawing or expelled member by a Federal credit union 
shall be determined and paid in the manner specified in the bylaws. 


§ 20. Minors [12 U.S. C., see. 1765; F. C. U. Act, sec. 15] 

Shares may be issued in the name of a minor or in trust, subject to 
such conditions as may be prescribed by the bylaws. The name of the 
beneficiary shall be disclosed to the Federal credit union. 


§ 21. Certain powers of Director [12 U.S. C., sec. 1766; F. C. U. Act, 
sec. 16] 

(a) The Director may prescribe rules and regulations for the ad- 
ministration of this Act (including, but not by way of limitation, the 
merger, consolidation, and/or dissolution of corporations organized 
under this Act) 

(b) (1) The Director may suspend or revoke the charter of any 
Federal credit union, or place the same in involuntary liquidation 
and appoint a liquidating agent therefor, upon his finding that the 
organization is bankrupt or insolvent or has violated any provisions 
of its charter, its bylaws, or of this Act, or of any regulations issued 
thereunder. 

(2) The Director, through such persons as he shall designate, may 
examine any Federal credit union in voluntary liquidation and, upon 
his finding that such voluntary liquidation is not being conducted in an 
orderly or efficient manner or in the best interests of its members, 
may terminate such voluntary liquidation and place such organization 
in involuntary liquidation and appoint a liquidating agent therefor. 

(3 Such liquidating agent shall have power and authority, subject 
to th» control and supervision of the Director and under such rules 
and regulations as the Director may prescribe, (i) to receive and take 
possession of the books, records, assets, and property of every descrip- 
tion of the Federal credit union in liquidation, to sell, enforce collec- 
tion of, and liquidate all such assets and property, to compound all 
bad or doubtful debts, and to sue in his own name or in the name of the 
Federal credit union in liquidation, and defend such actions as may 
be brought against him as liquidating agent or against the Federal 
credit union; (ii) to receive, examine, and pass upon all claims against 
the Federal credit union in liquidation, including claims of members 
on shares; (iii) to make distribution and payment to creditors and 
members as their interests may appear; and (iv) to execute such docu- 
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ments and papers and to do such other acts and things which he may 
deem necessary or desirable to discharge his duties hereunder. 

(4) Subject to the control and supervision of the Director and 
under such rules and regulations as the Director may prescribe, the 
liquidating agent of a Federal credit union in involuntary liquidation 
shall (i) cause notice to be given to creditors and members to present 
their claims and make legal proof thereof, which notice shall be pub- 
lished once a week in each of three successive weeks in a newspaper of 
general circulation in each county in which the Federal credit union in 
liquidation maintained an office or branch for the transaction of busi- 
ness on the date it ceased unrestricted operations: Provided, That 
whenever the aggregate book value of the assets and property of a 
Federal credit union in involuntary liquidation is less than $1,000, 
unless the Director shall find that its books and records do not contain 
a true and accurate record of its liabilities, he shell declare such Fed- 
eral credit union in liquidation to be a ‘‘no publication” liquidation, and 
publication of notice to creditors and members shall not be required in 
such case; (ii) from time to time, make a rateable dividend on all such 
claims as may have been proved to his satisfaction or adjudicated in a 
court of competent jurisdiction and, after the assets of such organi- 
zation have been liquidated, shall make further dividends on all claims 
previously proved or adjudicated; and the liquidating agent may ac- 
cept in lieu of a formal proof of claim on behalf of any creditor or 
member the statement of any amount due to such creditor or member 
as shown on the books and records of the credit union: Provided, That 
all claims not filed be a payment of the final dividend shall be barred 
and claims rejected or disallowed by the liquidating agent shall be 
likewise barred unless fr be instituted thereon within 3 months after 
notice of rejection or disallowance; (iii) in a ‘‘no public atin” liquida- 
tion, determine from all sources available to him, and within the limits 
of available funds of the Federal credit union, the amounts due to 
creditors and members, and after 60 days shall have elapsed from the 
date of his appointment, shall distribute the funds of the Federal 
credit union to creditors and members ratably and as their interests 
may appear 

Upon certification by the liquidating agent in the case of an 
involuntary liquidation, and upon such proof as shall be satisfactory 
to the Director in the case of a voluntary liquidation, that distribution 
has been made and that liquidation has been completed, as provided 
herein, the Director shall cancel the charter of such Federal credit 
union: Provided, That the corporate existence of the Federal credit 
union shall continue for a period of three years from the date of such 
cancellation of its charter, during which period the liquidating agent, 
or his duly appointed successor, or such persons as the Director shall 
designate, may act on behalf of the Federal credit union for the pur- 
pose of paying, satisfying, and discharging any existing liabilities or 
obligations, collecting and distributing its assets, and doing all other 
acts required to adjust and wind up its business and affairs, and it 
may sue and be sued in its corporate name. 

[(b)] (c) After the expiration of five years from the date of cancel- 
lation of the charter of a Federal credit union the Director may, in 
his discretion, destroy any or all books and records of such Federal 
credit union in his possession or under his control. 
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[(c)] (d) The Director is authorized and empowered to execute 
any and all functions and perform any and all duties vested in him 
hereby, through such persons as he shall designate or employ; and he 
may delegate to any person or persons, including any institution 
operating under the general supervision of the Bureau, the perform- 
ance and discharge of any authority, power, or function vested in him 
by this Act. 

[(d)] (e) All books and records of Federal credit unions shall be 
kept and reports shall be made in accordance with forms approved by 
the Director. 

[(e)] (f) The Director is authorized to make investigations and to 
conduct researches and studies of the problems of persons of small 
means in obtaining credit at reasonable rates of interest, and of the 
methods and benefits of cooperative saving and lending among such 
persons. He is further authorized to make reports of such investiga- 
tions and to publish and disseminate the same. 

[(f)] (9) Any officer or employee of the Bureau [of Federal Credit 
Unions J is authorized, when designated for the purpose by the 
Director [of the Bureau of Federal Credit Unions], to administer 
oaths and affirmations and to take affidavits and depositions touching 
upon any matter within the jurisdiction of the Bureau [of Fede ral 
Credit Unions]. 

[(g)} (4) The Director [of the Bureau of Federal Credit Unions] 
is authorized, empowered, and directed to require that every person 
appointed or elected by any Federal credit union to any position 
requiring the receipt, payment or custody of money or other personal 
property owned by a Federal credit union or in its custody or control 
as collateral or otherwise, to give bond in a corporate surety company 
holding a certificate of authority from the Secretary of the Treasury 
under the Act of Congress approved July 30, 1947 (6 U.S. C., sees. 
6-13), as an acceptable surety on Federal bonds. Any such bond or 
bonds shall be in a form approved by the Director with a view to 
providing surety coverage to a Federal credit union with reference 
to loss by reason of acts of fraud or dishonesty including forgery, 
theft, embezzlement, wrongful abstraction or misapplication on the 
part of the person, directly or through connivance with others, and 
such other surety coverages as the Director may determine to be 
reasonably appropriate or as elsewhere required by this Act. Any 
such bond or bonds shall be in an amount in relation to the money or 
other personal property involved or in relation to the assets of the 
Federal credit union as the Director may from time to time prescribe 
by regulation for the purpose of requiring reasonable coverage. In 
lieu of individual bonds the Director may approve the use of a form 
of schedule or blanket bond which covers all of the officers and em- 
ployees of a Federal credit union whose duties include the receipt, 
payment, or custody of money or other personal property for or on 
behalf of the Federal credit union. The Director may also approve 
the use of a form of excess coverage bond whereby a Federal credit 
union may obtain an amount of coverage in excess of the basic 
surety coverage. 

(i) It shall not be lawful for any employee of the Bureau to accept 
employment in any Federal credit union within two years after terminat- 
ing his employment with the Bureau except upon approval of the Director 
pursuant to regulations prescribed by him. Any person convicted of 
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any violation of any provisions of these subsections shall be fined not 
more than $10,000 or imprisoned for not more than five years, or both. 


§ 22. Fiscal agents and depositories [12 U.S. C., see. 1767; F. C. U. 
Act, sec. 17] 

Each Federal credit union organized under this Av t, when requested 
by the Secretary of the Treasury, shall act as fiscal azent of the United 
States and shall perform such services as the Sec retary of the Treasury 
may require in connection with the collection of taxes and other obli- 

rations due the United States and the le nding, borrowing, and repay- 
ment of money by the United States, including the issue, sale, r edemp- 
tion, or renurchase of bonds, notes, Treasury certificates of indebted- 
ness, or other obligations of the United States; and to facilitate such 
purposes the Director shall furnish to the Secretary of the Treasury 
from time to time the names and addresses of all Federal credit unions 
with such other available information concerning them as may be 
requested by the Secretary of the Treasury. Any Federal credit 
umon organized under this Act, when designated for that purrcse 
by the Secre tary of the Treasury, shall be a depository of public money, 
except receipts from customs, under such regulations as may be pre- 

scribed by the Secretary of the Treasury. 
§ 23. Taxation [12 U.S. C., sec. 1768; F. C. U. Act, see. 18] 

The Federal credit unions organized hereunder, their property, 
their franchises, capital, reserves, surpluses, and other funds, and 
their income shell be exempt from all taxation now or hereafter im- 
posed by he United States or by anv State, Territorial, or local taxing 
authoritv; except that env real property and any tanecible personal 
proyerty of such Federal credit unions shell be subject to Federal, 
State, Territorial, and local taxation to the same extent as other simi- 
lar property is taxed. Nothing herein contained shall prevent hold- 
ings in anv Federal credit union orgenized hereunder from beine in- 
cluded in the valuation of the personal property of the owners or hold- 


ers thereof in essing taxes imposed by authority of the State or 
political si bai vision thereof in which the Federal credit union is 
located: Provided, howercr, That the duty or burden of collecting or 
enforcing the payment of such tax shall not be imposed upon any such 


Federal credit union and the tax shall not exceed the rate of taxes 
imnrosed upon holdings in domestic ( redit unions 

[Sec. 19. Not to exceed $50,000 of the fund available to the Gov- 
ernor fof the Farm Credit Administration] under section 4 of the 
Act of March 3, 1932, for expenses of administration in connection 
with loans made can under to aid in the establishment of agricul- 
tural credit corporations, is made available also for administrative 
er in administering this Act.] 


24. Partial invalidity; right to amend {12 U.S. C., see. 1770; 
F. C. U. Act, sec. 20] 

(a) If any provision of this Act, or the application thereof to any 
person or circumstance, is held invalid, the remainder of the Act, 
and the application of such provisions to other persons or circum- 
stances, shall not be affected thereby. 

(b) The right to alter, amend, or re peal this Act or any part there- 
of, or any charter issued pursuant to the provisions of this Act, is 
expressly reserved. 
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§ 25. Space in Federal buildings [12 U.S. C., sec. 1771 
sec. 21] 

Upon application by any credit union organized under State law 
or by any Federal credit union organized in accordance with the terms 
of this Act, at least 95 per centum of the membership of which is com- 
posed [exclusively] of persons who either are presently Federal em- 
ployees or are retircd Federal employees and members of their families, 
which application shall be addressed to the officer or agency of the 
United States charged with the allotment of space in the Federal 
buildings in the community or district in which said credit union or 
Federal credit union does business, such officer or agency may in his 
or its discretion allot space to such credit union if space is available 
without charge for rent or services. 

§ 26. Territorial applicability of Act [12 U.S. C., sec. 1772; F. C. U. 
Act, sec. 22 

[The provisions of this Act shall be extended to and include the 
Panama Canal Zone, and the Virgin Islands.] 

The provisions of this Act shall apply to the several States, the District 
of Columbia, the several Territories and the several possessions of the 
United States, the Panama Canal Zone, and the Commonwealth of 
Puerto Reo. 


>F.C.U. Act, 





TITLE VIII—_MISCELLANEOUS AMENDMENTS 


Section 801 of the Financial Institutions Act of 1957 repeals a long 
list of laws: Sections 802, 803, and 804 make various amendments to 
existing'law. For purposes of continuity, this print shows the changes 
made by the latter sections before showing the text of the provisions 
repealed by section 801. The repealed provisions are shown later, 
beginning on page 242. 


Section 208 (a) of the Federal Farm Loan Act (12 U.S. C. 1091) 


Sec. 208. (a) [In order to enable each Federal intermediate credit 
bank to carry out the purpose of this title, the Comptroller of the 
Currency is authorized and directed, upon the request of any Federal 
intermediate credit bank, (1) to furnish for the confidential use of 
such bank such reports, records, and other information as he may 
have available relating to the financial condition of national banks 
through or for which the Federal intermediate credit bank has made 
or contemplates making discounts, and (2) to make through his ex- 
aminers, for the confidential use of the Federal intermediate credit 
bank, examinations of organizations through or for which the Federal 
intermediate credit bank has made or contemplates making discounts 
or loans: Provided, That no such examination shall be made without 
the consent of such organization except where such examination is 
required by law: Provided, That any] Any organization, except 
national banking associations, State banks, trust companies, and sav- 
ings associations, shall, as a condition precedent to securing redis- 
count privileges with the Federal intermediate credit bank of its 
district, file with such bank its written consent to its examination as 
may be directed by the Farm Credit Administration by farm credit 
examiners; and State banks, trust companies, and savings associations 
may be in like manner required to file their written consent that re- 
ports of their examination by constituted authorities may be fur- 
nished by such authorities upon request to the Federal intermediate 
credit bank of their district. Each Federal intermediate credit bank 
shall be examined and audited at least once each year by the Farm 
Credit Administration, and the results of such examination and audit 
shall be made public by the Farm Credit Administration. 


Section 220, title 18, United States Code 


Whoever, being an officer, director, employee, agent, or attorney of 
any bank, the de ‘posits of which are insured by the F bode ‘ral Deposit 
[Insurance Corporation, of a Federal intermediate credit bank, or of a 
[National Agricultural Credit Corporation,] Federal home-loan bank 
or member 1 thereof or any institution the accounts of which are insured 
by the Federal Savings and Loan Insurance Corporation or of a Federal 
credit union, except as provided by law, stipulates for or receives or 
consents or agrees to receive any fee, commission, gift, or thing of 
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value, from any person, firm, or corporation, for procuring or endeavor- 
ing to procure for such person, firm, or corporation, or for any other 
person, firm, or corporation, from any such [bank or] bank, corpora- 
tion, member or institution, any loan or extension or renew: al of loan 
or substitution of security, or the purchase or discount or acceptance 
of any paper, note, draft, check, or bill of exchange by any such bank 
[or] corporation, me mber or institution shall be fined not more 
than $5,000 or imprisoned not more than one year or both; 


Section 655, title 18, United States Code 


Whoever, being a [bank] examiner or assistant examiner, steals, 
or unlawfully takes, or unlawfully conceals any money, note, draft, 
bond, or security or any other property of value in the possession of 
any bank or banking institution which is a member of the Federal! 
Reserve System or which is insured by the Federal Deposit Insurance 
Corporation, [or from any safe deposit box in or adjacent to the 
premises of such bank] or in the possession of an institution the 
accounts of which are insured by the Federal Savings and Loan Insurance 
Corporation, or fom any safe deposit box in or adjacent to the premises 
of any such bank or institution, shall be fined not more than $5,000 or 
imprisoned not more ‘th in five years, or both; but if the amount taken 
or concealed does not exceed $100, he shall be fined not more than 
$1,000 or imprisoned not more than one year, or both; and shall be 
disqualified from holding office as a national bank examiner or Federal 
Deposit Insurance Corporation examiner. 

This section shall apply to all public examiners and assistant exam- 
iners who examine member banks of the Federal Reserve System [or 
banks the deposits of which are insured by the Federal Deposit 
Insurance Corporation, bey: ther appointed by the Comptroller of the 
Currency, by the Board of Governors of the Federal Reserve System, 
by a Federal Reserve A gent, by a Federal Reserve bank, or by the 
Federal Deposit Insurance Corporation], banks the deposits of which 
are insured by the Federal Deposit Insurance Corporation, or institutions 
the accounts of which are insured by the Federal Savings and Loan 
Insurance Corporation, whether appointed by the Comptroller of the 
Currency, the Board of Governors of the Federal Reserve System, a 
Federal Reserve agent, a Federal Reserve bank, the Federal Deposit 
Insurance Corporation, the Federal Home Loan Bank Board, or the 
Federal Savings and Loan Insurance Corporation, or appointed or 
elected under the laws of any State; but shall not apply to private 
examiners or assistant examiners employed only by a clearing-house 
association or by the directors of a [bank.] bank or of an institution 
the accounts of which are insured by the Federal Savings and Loan 
Insurance Corporation; 


Section 657, title 18, United States Code 


Whoever, being an officer, agent, or employee of or connected in 
any capacity with the Reconstruction Finance Corporation, Federal 
Deposit Insurance Corporation, Home Owners’ Loan Corporation, 
Farm Credit Administration, Federal Housing Administration, 
Federal Farm Mortgage Corporation, Federal Crop Insurance 











FINANCIAL INSTITUTIONS ACT OF 1957 237 


Corporation, Farmers’ Home Corporation, the Secretary of Agricul- 
ture acting through the Farmers’ Home Administration, or any land 
bank, intermediate credit bank, bank for cooperatives or any lending, 
mortgage, insurance, credit or savings and loan corporation or associa- 
tion authorized or acting under the laws cf the United States, or any 
institution the accounts of which are insured by the Federal Savings 
and Loan Insurance Corporation, or which 1s a member of a Federal 
home-loan bank and whoever, being a receiver of any such institution, 
or agent or employee of the receiver, embezzles, abstracts, purloins, 
or willfully misapplies any moneys, funds, credits, securities or other 
things of value belonging to such institution, or pledged or otherwise 
intrusted to its care, shall be fined not more than $5,000 or imprisoned 
not more than five years, or both; but if the amount or value em- 
bezzled, abstracted, purloined or misapplied does not exceed $100, 
he shall be fined not more than $1,000 or imprisoned not more than 
one year, or both. 


Section 709, title 18, United States Code 


Whoever, [except as permitted by] not being organized under the 
laws of the United [States,] States or otherwise permitted by the laws 
of the United States to do so, uses the [word] words “national’’, ‘‘Fed- 
eral’, “United States’, [“reserve’”’, or] ‘Reserve’, “Deposit Insur- 
ance’’, or the letters “U. S.’”’ as part of the business or firm name of 
a person, corporation, partnership, business trust, association or other 
business entity engaged in the banking, loan, building and loan, broker- 
age, factorage, insurance, indemnity, ee or trust business; or 

Whoever falsely advertises or represents, or publishes or displays 
any sign, symbol or advertisement seepetahir: cals ‘ulated to convey the 
impression that a nonmember bank, banking association, firm or part- 
nership is a member of the Federal Reserve System ; or 

Whoever, except as expressly authorized by Federal law, uses the 
words “Federal Deposit,’ “Fede ‘ral Deposit Insurance,” or ‘Federal 
Deposit Insurance Corporation” or a combination of any three of these 
words, as the name or a part thereof under which he or it does business, 
or advertises or otherwise represents falsely by any device whatsoever 
that his or its deposit liabilities, obligations, certificates, or shares are 
insured or guaranteed by the Federal Deposit Insurance Corporation, 
or by the United States or by any instrumentality thereof, or whoever 
advertises lig 33 his or its deposits, shares or accounts are federally 
insured, or falsely advertises or otherwise represents by any device 
whatsoever the extent to which or the manner in which the deposit 
liabilities of an insured bank or banks are insured by the Federal De- 
posit Insurance Corporation; or 

Whoever, not being organized under chapter 7 of Title 12, adver- 
tises or represents that it makes Federal Farm loans or advertises 
or offers for sale as Federal Farm loan bonds any bond not issued 
under chapter 7 of Title 12, or uses the word ‘‘Federal’”’ or the words 
“United States” or any other words implying Government ownership, 
obligation or supervision in advertising or offering for sale any bond, 
note, mortgage or other security not issued by the Government of the 
United States under the provisions of said chapter 7 or some other Act 
of Congress; or 
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Whoever uses the words ‘‘Federal Home Loan Bank” or any com- 
bination or variation of these words alone or with other words as a 
business name or part of a business name, or falsely publishes, adver- 
tises or represents by any device or sy mbol or other means reasonably 
calculated to convey the impression that he or it is a Federal Home 
Loan Bank or member of or subscriber for the stock of a Federal 
Home Loan Bank; or 

Whoever uses the words [“‘National Agricultural Credit Corpora- 
tion’ “‘national bank” or “national banking association”’ as part of the 
business or firm name of a person, corporation, partnership, business 
trust, association or other business entity not organized under the 
laws of the United States as a [National Agricultural Credit Corpora- 
tion ;] national banking association; or 

Whoever uses the words ‘Federal intermediate credit bank’’ as part 
of the business or firm name for any person, corporation, partnership, 
business trust, association or other business entity not organized as an 
intermediate credit bank under the laws of the United States; or 

Whoever uses as a firm or business name the words ‘‘Housing and 
Home Finance Agency’’, ‘“‘Fede ral Housing Administration”’, ‘Federal 
National Mortgage Association’, or “Public Housing Administration’”’ 
or the letters “F HA” or any combination or variation of those words 
or the letters “FHA” alone or with other words or letters reasonably 
calculated to convey the false impression that such name or business 
has some connection with, or authorization from, the Housing and 
Home Finance Agency, the Federal Housing Administration, the Fed- 
eral National Mortgage Association, the Public Housing Administra- 
tion, the Government of the United States or any agency thereof, which 
does not in fact exist, or falsely claims that any repair, improvement, 
or alteration of any existing structure is required or recommended by 
the Housing and Home Finance Agency, the Federal Housing Admin- 
istration, the Federal National Mort tgage Association, the Public Hous- 
ing Administration, the Government of the United States or any 
agency thereof, for the purpose of inducing any person to enter into a 
contract for the making of such repairs, alterations, or improvements, 
or falsely advertises or falsely represents by any device whatsoever 
that any housing unit, project, business, or product has been in any 
way endorsed, authorized, inspected, appraised, or approved by the 
Housing and Home Finance Agency, the Federal Housing Adminis- 
tration, the Federal National Mortgage Association, the Public Hous- 
ing eee the Government of the United States or any 
agency thereof; 

Whoever, exe sat with the written permission of the Director of the 
Federal Bureau of Investigation, knowingly uses the words “Federal 
Bureau of Investigation” or the initials ‘‘F. B. 1.’’, or any colorable 
imitation of such words or initials, in connection with any advertise- 
ment, circular, book, pamphlet or other publication, play, motion 
picture, broadcast, telecast, or other production, in a manner reason- 
ably calculated to convey the impression that such advertisement, 
circular, book, pamphlet or other publication, play, motion picture, 
broadcast, telecast, or other production, is approved, endorsed, 
authorized by the Federal Bureau of Investigation; or 

Whoever uses as a firm or business name the words “Reconstruc- 
tion Finance Corporation” or any combination or variation of these 
words 
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Shall be punished as follows: a corporation, partnership, business 
trust, association, or other business entity, by a fine of not more than 
$1,000; an officer or member thereof participating or knowingly 
acquiescing in such violation or any individual violating this section, 
by a fine of not more than $1,000 or imprisonment for not more than 
one year, or both. 

This section shall not make unlawful the use of any name or title 
which was lawful on the date of enactment of this title. 

This section shall not make unlawful the use of the word “‘nationa!”’ 
as part of the name of any business or firm engaged in the insurance 
or indemnity business, whether such firm was engaged in the insurance 
or indemnity business prior or subsequent to the date of enactment of 
this paragraph. 

A violation of this section may be enjoined at the suit of the United 
States Attorney, upon complaint by any duly authorized representa- 
tive of any department or agency of the United States. 


Section 1006, title 18, United States Code 


Whoever, being an officer, agent or employee of or connected in 
any capacity with the Reconstruction Finance Corporation, Federal 
Deposit Insurance Corporation, Home Owners’ Loan Corporation, 
Farm Credit Administration, Federal Housing Administration, Fed- 
eral Farm Mortgage Corporation, Federal Crop Insurance Corpora- 
tion, Farmers’ Home Corporation, the Secretary of Agriculture acting 
through the Farmers’ Home Administration, or any land bank, inter- 
mediate credit bank, bank for cooperatives or any lending, mortgage, 
insurance, credit or savings and loan corporation or association author- 
ized or acting under the laws of the United States, or any institution 
the accounts of which are insured by the Federal Savings and Loan 
Insurance Corporation or which is a member of a Federal Home Loan 
Bank with intent to defraud any such institution or any other com- 
pany, body politic or corporate, or any individual, or to deceive any 
officer, auditor, examiner or agent of any such institution or of de- 
partment or agency of the United States, makes any false entry in 
any book, report or statement of or to any such institution, or without 
being duly authorized, draws any order or bill of exchange, makes 
any acceptance, or issues, puts forth or assigns any note, debenture, 
bond or other obligation, or draft, bill of exchange, mortgage, judg- 
ment, or decree, or, with intent to defraud the United States or any 
agency thereof, or any corporation, institution, or association referred 
to in this section, participates or shares in or receives directly or 
indirectly any money, profit, property, or benefits through any trans- 
action, loan, commission, contract, or any other act of any such 
corporation, institution, or association, shall be fined not more than 
$10,000 or imprisoned not more than five years, or both. 


Section 1906, title 18, United States Code 


Whoever, being an examiner, public or private, discloses the names 
of borrowers or the collateral for loans of any member bank of the 
Federal Reserve System, [or bank insured by the Federal Deposit 
Insurance Corpor: ation], bank insured by the Federal Deposit Insur- 
ance Corporation, or institution the accounts of which are insured by 
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the Federal Savings and Loan Insurance Corporation, examined by 
him, to other than the proper officers of such [bank,] bank or insti- 
tution, without first having obtained the express permission in writing 
from the Comptroller of “the Currenc "y as to a national bank, the 
Board of Governors of the Federal Reserve System as to a State 
member bank, [or the Federal Deposit Insurance Corporation as to 
any other insured bank, or from the board of directors of such bank] 
, the Federal Deposit Insurance Corporation as to any other insured bank, 
or the Federal Savings and Loan Insurance Corporation as to any insti- 
tution the accounts of which are insured by the Federal Savings and Loan 
Insurance Corporation, or from the board of directors of such bank or 
institution, except when ordered to do so by a court of competent 
jurisdiction, or by direction of the Congress of the United States, or 
either House thereof, or any committee of Congress or either House 
duly authorized, shall be fined not more than $5,000 or imprisoned 
not more than one year, or both. 


Section 1909, title 18, United States Code 


Whoever, being a national-bank examiner, Federal Deposit Insur- 
ance Corporation examiner, farm credit examiner, or an examiner 
of National Agricultural Credit Corporations,, performs any other 
service, for compensation, for any bank or banking or loan associa- 
tion, or for any officer, direc sie or employee thereof, or for any 
person connected therewith in any capacity, or whoever, being an 
examiner or assistant examiner a institutions the accounts of which are 
insured by the Federal Savings and Loan Insurance Corporation, per- 
forms any other service, for compensation, for any Federal or other savings 
and loan association, building and loan association, cooperative bank, 
or homestead association, or for any officer, director, or employee thereof, 
or for any person connected therewith in any capacity, shall be fined 
not more than $5,000 or imprisoned not more than one year, or both. 


Section 2113 (g), title 18, United States Code 


(g) As used in this section the term “‘savings and loan association” 
means any Federal savings and loan association [and any], any 
“insured institution” as defined in [section 401] section 402 of the 
National Housing Act, as [amended.] amended, and any ‘‘Federal 
credit union”’ as defined in section 2 of the Federal Credit Union Act. 


Section 201, title 18, United States Code 


(a) Whoever promises, offers, or gives any money or thing of value, 
or makes or tenders any check, order, contract, undertaking, obliga- 
tion, gratuity, or security for the payment of money or for the delivery 
or conveyance of anything of value, to any officer or employee or 
person acting for or on behalf of the United States, or any depart- 
ment or agency thereof, in any official function, under or by authority 
of any such department or agency or to any officer or person acting 
for or on ianages a either House of C ongress, or of any committee of 
either House, or both Houses thereof, “with 0 to influence his 
decision or ae on any question, matter, cause, or proceeding 
which may at any time be pending, or which may in law be brought be- 
fore him in his official capacity, or in his place of trust or profit, or 
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with intent to influence him to commit or aid in committing, or to 
collude in, or allow, any fraud, or make opportunity for the commis- 
sion of any fraud, on the United States, or to induce him to do or omit 
to do any act in violation of his lawful duty, shall be fined not more 
than three times the amount of such money or value of such thing or 
imprisoned not more than three years, or both. 

This [section] subsection shall not apply to violations of section 
212 of this title. 

(b) It shall be unlawful for any bank or other institution, in which 
deposits or accounts are insured by the Federal Deposit Insurance 
Corporation or the Federal Savings and Loan Insurance Corporation, 
or for any person who is an employee, officer, or director of such bank or 
institution, to make any gift, gratuity, or contribution in any form to 
any elective or appointive official who directly exercises supervisory or 
regulatory powers over such bank or institution, or who has direct au- 
thority to deposit public moneys or trust funds in such bank or institu- 
tion, or to any person who is a candidate for an office having any of such 
powers: Provided, however, That the above shall ne t apply to bona fide 
contributions made to a poli ti ical committee organized in ¢ mmpliance with 
State law for the purpose of supporting a general ticket in a primary, 
general, or special election. Any person, corporation, or other institu- 
tion convicted of molation of this subsection shall be fined not more than 
three times the amount or value of such gift, gratuity, or contribution, 


Section 610, title 18, United States Code 


It is unlawful for any national bank, or any corporation organized 
by authority of any law of Congress, or any bank, association, or 
other institution, in which deposits or accounts are insured by the Federal 
Deposit Insurance Corporation or the Federal Savings and Loan Insur- 
ance Corporation, to make a contribution or expenditure in connec- 
tion with any election to any political office, or in connection with 
any primary election or political convention or caucus held to select 
candidates for any political office, or for any corporation whatever, 
or any labor organization to make a contribution or expenditure in 
connection with any election at which Presidential and Vice Presi- 
dential electors or a Senator or Representative in, or a Delegate or 
Resident Commissioner to Congress are to be voted for, or in connec- 
tion with any primary election or political convention or caucus held 
to select candidates for any of the foregoing offices, or for any candi- 
date, political committee, or other person to accept or receive any 
contribution prohibited by this section. 

Every corporation or bank, association, or other institution or labor 
organization which makes any contribution or expenditure in violation 
of this section shall be fined not more than $5,000; and every officer or 
director of any corporation or bank, association, or other institution, or 
officer of any labor organization, who consents to any contribution or 
expenditure by the corporation or bank, association, or other institution 
or labor organization, as the case may be, and any person who accepts 
or receives any contribution, in v iolation of this section, shall be fined 
not more than $1,000 or imprisoned not more than one year, or both; 
and if the violation was willful, shall be fined not more than $10,000 or 
imprisoned not more than two years, or both. 
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For the purposes of this section “labor organization”? means any 
organization of any kind, or any agency or employee representation 
committee or plan, in which employees participate and which exist 
for the purpose, in whole or in part, of dealing with employers con- 
cerning grievances, labor disputes, wages, rates of pay, hours of 
employment, or conditions of work. 


Section 7 of the First Liberty Bond Act of April 24, 1917 


That the Secretary of the Treasury, in his discretion, is hereby 
authorized to deposit in such banks and trust companies as he may 
designate the proceeds, or any part thereof, arising from the sale of 
the bonds and certificates of indebtedness authorized by this Act, 
or the bonds previously authorized as described in section four of 
this Act, and such deposits may bear such rate of interest aid be 
subject to such terms and conditions as the Secretary of the Treasury 
may prescribe: Provided, That the amount so deposited shall not in 
any case exceed the amount withdrawn from any such bank or trust 
company and invested in such bonds or certificates of indebtedness 
plus the amount so invested by such bank or trust company, and such 
deposits shall be secured in the manner required for other deposits by 
section fifty-one hundred and fifty-three, Revised Statutes, and 
amendments thereto [: Provided further, That the provisions of section 
fifty-one hundred and ninety-one of the Revised Statutes, as amended 
by the Federal Reserve Act and the amendments thereof, with refer- 
ence to the reserves required to be kept by the national banking 
associations and other member banks of the Federal Reserve System, 
shall not apply to deposits of public moneys by the United States in 
designated depositaries J. 


First Sentence of Section 8 of the Second Liberty Bond Act of 
September 24, 1917, as Amended 


That the Secretary of the Treasury, in his discretion, is hereby 
authorized to deposit, in such incorporated banks and trust companies 
as he may designate, the proceeds, or any part thereof, arismg from 
the sale of the bonds and certificates of indebtedness, Treasury bills 
and war-savings certificates authorized by this Act, and arising from 
the payment of internal revenue taxes, and such deposits shall bear 
such rate or rates of interest, and shall be secured in such manner, 
and shall be made upon and subject to such terms and conditions as 
the Secretary of the Treasury may from time to time prescribe 
[: Provided, That the provisions of section fifty-one hundred and 
ninety-one of the Revised Statutes, as amended by the Federal Reserve 
Act, and the amendments thereof, with reference to the reserves 
required to be kept by national banking associations and other mem- 
ber banks of the Federal Reserve System, shall not apply to deposits of 
public moneys by the United States in designated depositaries]. 


PROVISIONS OF LAW REPEALED BY SECTION 801 


Many of the provisions repealed by section 801 are contained, with 
modifications, in other parts of the bill, principally in the new Na- 
tional Bank Act (title 1 of the bill). Since these provisions are in- 
cluded in the comparison of those parts of the bill with existing law, 
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they are not shown below. With this exception, all of the provisions 
repealed by section 801 of the bill are shown below. 


Revised Statutes, section 5140 ' (12 U.S. C., see. 53) 


Sec. 5140. At least fifty per centum of the capital stock of every 
association shall be paid in before it shall be authorized to commence 
business; and the remainder of the capital stock of such association 
shall be paid in installments of at least ten per centum each, on the 
whole amount of the capital, as frequently as one installment at the 

end of each succeeding month from the time it shall be authorized by 

the Comptroller of the Curreney to commence business; and the pay- 
ment of each installment shall be certified to the Comptroller, under 
oath, by the president or cashier of the association. 


Revised Statutes, section 5141 (12 U.S. C., see. 54) 


Sec. 5141. Whenever any shareholder, or his assignee, fails to pay 
any installment on the stock when the same is required by the pre- 
ceding section to be paid, the directors of such association may sell 
the stock of such delinquent shareholder at public auction, having 
civen three weeks’ previous notice thereof in a newspaper pul blished 
and of general circulation in the ¢ ity or cOouUnLY where the association 
is located, or if no newspaper is published in said city or county, then 
in a hatte aper published nearest thereto, to any person who will pay 
the hichest price therefor, to be not less than the : amount then due 
thereon, with the expenses of advertisement and s al ; and the excess, 


if any, shall be paid to the a linquent shareholds if no bidder can 
be found who will pay for such stock the esd due thereon to the 
association, and the cost of adeerabuionl and sale, the amount pre- 
viously paid shall be forfeited to the association, and such stock shall 


be sold as the directors may order, within six months from the time of 
such forfeiture, and if not sold it shall be cancelled and deducted from 
the capit al stock of the association. If any such cancellation and 
reduction shall reduce the capital of the association below the mini- 
mum of capital required by law, the capital stock shall, within thirty 
days from the date of such cancellation, be increased to the required 
amount; in default of which a receiver may be appointed, according to 
the provisions of section fifty-two hundred and thirty-four, to close up 


{ 


the business of the association. 


Revised Statutes, section 5151 (12 U.S. C., see. 63) 


Sec. 5151. The shareholders of every national banking association 
shall be held individually responsible, equally and ratably, and not 
one for another, for all contracts, debts, and engagements of such 
association, to the extent of the amount of their stock therein, at the 
par value thereof, in addition to the amount invested in such shares; 
except that shareholders of any banking association now existing under 
State laws, having not less than five millions of dollars of capital 
actually paid in, and a surplus of twenty per centum on hand, both to 
be determined by the Comptroller of the Currency, shall be liable only 
to the amount invested in their shares; and such surplus of twenty per 





For corresponding provision in 8. 1451, see section 15 (b) of title I (p. 6 of this comparative print). 
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centum shall be kept undiminished, and be in addition to the surplus 
provided for in this Title; and if at any time there is a deficiency in 
such surplus of twenty per centum, such association shall not pay any 
dividends to its shareholders until the deficiency is made good; and 
in case of such deficiency, the Comptroller of the Currency may com- 
pel the association to close its business and wind up its affairs under 
the provisions of Chapter four of this Title. 


Revised Statutes, section 5156 (12 U.S. C., sec. 39) 


Sec. 51 ih Nothing in this Title shall affect any appointments made, 
acts done, or procee ding s had or commenced prior to the third day of 
June, saediteen | hundred and sixty-four, in or toward the organization 
of any national banking association under the act of February twenty- 
five, eighteen hundred and sixty-three; but all associations which, on 
the third day of June, eighteen hundred and sixty-four, were organ- 
ized or commenced to be organize -d under that act, shall enjoy all the 
rights and privileges granted, and be subject to all the duties, liabil- 
ities, and restrictions imposed by this Title, notwithstanding : all the 
steps prescribed by this Title for the organization of associations were 
not pursued, if such associations were duly organized under that act. 


Revised Statutes, section 5157 (12 U. S. C., sec. 37) 


Sue. 5157. The provisions of chapters two, three, and four of this 
Title, which are expressed without restrictive words, as applying to 
‘national banking associations’, or to “associations’’, apply to all 
associations organized to carry on the business of banking under any 
act of Congress. 


Revised Statutes, section 5158 (12 U.S. Sed sec. 102) 


Sec. 5158. The term “United States bonds,” as used throughout 
this chapter, shall be construed to mean registered bonds of the 
United States. 


Revised Statutes, section 5159 (12 U.S. C., see. 101a) 


Sec. 5159. Any national banking association after having complied 
with the provisions of this chapter desiring to issue circulating notes 
shall transfer and deliver to the Treasurer of the United States, 
United States registered bonds, Consols. of ee or United States 
registered 2 per centum Panama Canal bonds, in an amount not in 
excess of the hid in capital stock of the entiniet Saiielios association. 
Such bonds shall be received by the Treasurer upon deposit and shall 
be by him safely kept in his office until they shall be otherwise dis- 
posed of in pursuance of the provisions of this chapter. 


Revised Statutes, section 5160 (12 U.S. C., sec. 168 


SEC. ste The deposit of bonds made by each association shall be 
increased as its capital may be paid up or increased, so that every 
state Fly ‘mal at all times have on deposit with the Treasurer 
registered United States bonds to the amount of at least one-third of 
its capital stock actually paid in. And any association that may de- 
sire to reduce its capital, or close up its business and dissolve its 
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organization, may take up its bonds upon returning to the Comptroller 
its circulating notes in the proportion hereinafter required, or may 
take up any excess of bonds beyond one-third of its capital stock and 
upon which no circulating notes have been delivered. 


Revised Statutes, section 5161 (12 U.S. C., see. 169) 


Sec. 5161. To facilitate a compliance with the two preceding sec- 
tions, the Secretary of the Treasury is authorized to receive from any 
association, and cancel, any United States coupon bonds, and to issue 
in lieu thereof registered bonds of like amount, bearing a like rate of 
interest, and having the same time to run. 


Revised Statutes, section 5162 (12 U.S. C., see. 170) 


Sec. 5162. All transfers of United States bonds, made by any asso- 
ciation under the provisions of this Title, shall be made to the Treas- 
urer of the United States in trust for the association, with a memo- 
randum written or printed on each bond, and signed by the cashier, 
or some other officer of the association making the deposit. A receipt 
= ull be given to the association, by the Comptroller of the Currency, 

rbya clerk appointed by him for that purpose, stating that the bond 
is held in trust for the association on whose behalf the transfer is 
made, and as security for the redemption and payment of any circu- 
lating notes that have been or may be delivered to such association. 
No assignment or transfer of any such bond by the Treasurer shall be 
deemed valid unless countersigned by the Comptroller of the Currency. 

The Comptroller of the Currency may designate one or more persons 
to countersign in his name and on his behalf such assignments or 
transfers of bonds as require his countersignature. 


Revised Statutes, section 5163 (12 U.S. C., see. 171) 


Sec. 5163. The Comptroller of the Currency shall keep in his Office 
a book in which he shall cause to be entered, immediately upon 
countersigning it, every transfer or assignment by the Treasurer, of 
any bonds belonging to a national banking association, presented for 
his signature. He shall state in such entry the name of the association 
from whose accounts the transfer is made, the name of the party to 
whom it is made, and the par value of the bonds transferred. 


Revised Statutes, section 5164 (12 U.S. C., see. 172 


Sec. 5164. The Comptroller of the Currency shall, immediately 
upon countersigning and entering any transfer or assignment by the 
Treasurer, of any bonds, belonging to a national banking assoc iation, 
advise by mail the association from whose accounts the transfer is 
made, of the kind and numerical designation of the bonds, and the 
amount thereof so transferred. 


Revised Statutes, section 5165 (12 U.S. C., see. 173) 


Sec. 5165. The Comptroller of the Currency shall have at all times, 
A 7 
during office hours, access to the books of the Treasurer of the United 
States for the purpose of ascertaining the correctness of any transfer 
or assignment of the bonds deposited by an association, presented to 
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the Comptroller to countersign; and the Treasurer shall have the like 
access to the book mentioned in section fifty-one hundred and sixty- 
three, during office hours, to ascertain the correctness of the entries 
in the same; and the Comptroller shall also at all times have access 
to the bonds on deposit with the Treasurer, to ascertain their amount 
and condition. 


Revised Statutes, section 5166 (12 U.S. C., sec. 174) 


Sec. 5166. Every association having bonds deposited in the office of 
the Treasurer of the United States shall, once or oftener in each fiscal 
year, examine and compare the bonds pledged by the association with 
the books of the ( ‘omptroller of the Currency and with the accounts 
of the association, and, if they are found correct, to execute to the 
Treasurer a certificate setting forth the different kinds and the amounts 
thereof, and that the same are in the possession and custody of the 
Treasurer at the date of the certificate. Such examination shall be 
made at such time or times, during the ordinary business hours, as the 
Treasurer and the Comptroller, respectively, may select, and may 
be made by an officer or agent of such association, duly appointed in 
writing for that purpose; and his certificate before mentioned shall be 
of like force and validity as if executed by the president or cashier. 
A duplicate of such certificate, signed by the Treasurer, shall be re- 
tained by the association. 


Revised Statutes, section 5167 (12 U.S. C., see. 175) 


Sec. 5167. The bonds transferred to and deposited with the Treas- 
urer of the United States, by any association, for the security of its 
circulating notes, shall be held exclusively for that purpose, until such 
notes are re deemed, except as provided in this Title. The Comptroller 
of the Currency shall give to any such association powers of attorney 
to receive and appropriate to its own use the interest on the bonds 
which it has so transferred to the Treasurer; but such powers shall 
become inoperative whenever such association fails to redeem its 
circulating notes. Whenever the market or cash value of any bonds 
thus deposited with the Treasurer is reduced below the amount of 
the circulation issued for the same, the Comptroller may demand and 
receive the amount of such depreciation in other United States bonds 
at cash value, or in money, from the association, to be deposited with 
the Treasurer as long as such depreciation continues. And the Comp- 
troller, upon the terms prescribed by the Secretary of the Treasury, 
may permit an exchange to be made of any of the bonds deposited 
with the Treasurer by any association, for other bonds of the United 
States authorized to be received as security for circulating notes, if 
he is of opinion that such an exchange can be made without prejudice 
to the United States; and he may direct the return of any bonds to 
the association which transferred the same, in sums of not less than 
one thousand dollars, upon the surrender to him end the cancellation 
of a proportionate amount of such circulating notes: Provided, That 
the remaining bonds which shall have been transferred by the associ- 
ation offering to surrender circulating notes are equal to the amount 
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required for the circulating notes not surrendered by such association, 
and that the amount of bonds in the hands of the Treasurer is not 
diminished below the amount required to be kept on deposit with 
him, and that there has been no failure by the association to redeem 
its circulating notes, nor any other violation by it of the provisions 
of this Title, and that the market or cash value of the remaining bonds 


is not below the amount required for the circulation issued for the 
same. 


Revised Statutes, section 5172 (12 U.S. C., see. 104) 


Sec. 5172. That in order to furnish suitable notes for circulation, the 
( vomptroller of the Currency shall, under the direction of the Secretary 
of the Treasury, cause plates and dies to be engraved, in the best 
manner to guard against counterfeiting and fraudulent alterations, 
and shall have printed therefrom and numbered such quantity of 
circulating notes in blank, or bearing engraved signatures of officers 
as herein provided, of the denominations of $1, $2, $5, $10, $20, $50, 
$100, $500, and $1,000, as may be required to supply the associations 
entitled to receive the same. Such notes shall express upon their 
face that they are secured by United States bonds deposited with the 
Treasurer of the United States, by the written or engraved signatures 
of the Treasurer and Register, and by the imprint of the seal of the 
Treasury; and shall also express upon their face the promise of the 
association receiving the same to pay on demand, attested by the 
written or engraved signatures of the president or vice president and 
cashier; and shall bear such devices and such other statements and 
shall be in such form as the Secretary of the Treasury shall, by regula- 
tion, direct. 


Revised Statutes, section 5173 (12 U.S. C., see. 107) 


Sec. 5173. The plates and special dies to be procured by the Comp- 
troller of the Currency for the printing of such circulating notes shall 
remain under his control and direction, and the expenses necessarily 
incurred in executing the laws respecting the procuring of such notes, 
and all other expenses of the Bureau of the Currency, shall be paid 
out of the proceeds of the taxes or duties assessed and collected on 
the circulation of national banking associations under this Title. 


Revised Statutes, section 5174 (12 U.S. C., sec. 108) 


Sec. 5174. The Comptroller of the Currency shall cause to be 
examined, each year, the plates, dies, bed pieces, and other material 
from which the national-bank circulation is printed, in whole or in 
part, and file in his Office annually a correct list of the same. Such 
material as shall have been used in the printing of the notes of associa- 
tions which are in liquidation, or have closed business, shall be 
destroyed under such regulations as shall be prescribed by the Comp- 
troller of the Currency and approved by the Secretary of the Treasury. 
The expenses of any such examination or destruction shall be paid 
out of any appropriation made by Congress for the special examination 
of national banks and bank-note plates. 


90870—57——-17 
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Revised Statutes, section 5182 (12 U.S. C., sec. 109) 


Sec. 5182. Any association receiving circulating notes under this 
title may, if its promise to pay such notes on demand is expressed 
thereon attested by the written or engraved signatures of the president 
or vice president and the cashier thereof in such manner as to make 
them obligatory promissory notes payable on demand at its place of 
business, issue, and circulate the same as money. Such written or 
engraved signature s of the president or vice president and the cashier 
of such association may be attached to such notes either before or 
after the receipt of such notes by such association. And such notes 
shall be received at par in all parts of the United States in payment 
of taxes, excises, public lands, and all other dues to the United States, 
except duties on imports; and also for all salaries and other debts and 
demands owning by the United States to individuals, corporations, 
and associations within the United States, except interest on the public 
debt, and in redemption of the national currency. 


Revised Statutes, section 5183 (12 U.S. C., see. 110) 


Sec. 5183. No national banking association shall issue post notes 
or any other notes to circulate as money than such as are authorized 
by the provisions of this Title. 


Revised Statutes, section 5184 (12 U.S. C., sec. 124) 


Sec. 5184. It shall be the duty of the Comptroller of the Currency 
to receive worn-out or mutilated circulating notes issued by any bank- 
ing association, and also, on due proof of the destruction of any such 
circulating notes, to deliver in place thereof to the association other 
blank circulating notes to an equal amount. Such worn-out or 
mutilated notes, after a memorandum has been entered in the proper 
books, in accordance with such regulations as may be established by 
the Comptroller, as well as all cire ulating notes which may have been 
paid or surr endered to be canc eled, shall be burned to ashes in presence 
of four persons, one to be appointed by the Secretary of the Treasury, 
one by the Comptroller of the Currency, one by the Treasurer of 
the United States, and one by the association, under such regulations 
as the Secretary of the Treasury may prescribe. A certificate of 
such burning, signed by the parties so appointed, shall be made in 
the books of the Comptroller, and a duplicate thereof forwarded to 
the association whose notes are thus canceled. 


Revised Statutes, section 5185 (12 U.S. C., see. 151) 


Src. 5185. Associations may be organized in the manner prescribed 
by this Title for the purpose of issuing notes payable in gold; and 
upon the deposit of any United States bonds bearing interest payable 
in gold with the Treasurer of the United States, in the manner pre- 
scribed for other associations, it shall be lawful for the Comptroller 
of the Currency to issue to the association making the deposit circu- 
lating notes of different denominations, but none of them less than 
five dollars, and not exceeding in amount eighty per centum of the 
par value of the bonds deposited, which shall express the promise of 
the association to pay them, upon presentation at the office at which 
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they are issued, in gold coin of the United States, and shall be so 
redeemable. 


Revised Statutes, section 5186 (12 U.S. C., see. 152) 
Sec. 5186. Every association organized under the preceding section 
shall at all times keep on hand not less than twenty-five per centum of 
its outstanding circulation, in gold or silver coin of the United States; 
and shall receive at par in the payment of debts the gold-notes of 
every other such association which at the time of such payment is 
redeeming its circulating notes in gold coin of the United States, and 
shall. be subject to all the provisions of this Title: Provided, That, in 
applying the same to associations organized for issuing gold-notes, 
the term “lawful money” and “lawful money of the United States” 
shall be construed to mean gold or silver coin of the United States; 
and the circulation of such associations shall not be within the limi- 
tation of circulation mentioned in this Title. 


Revised Statutes, section 5195 7 (12 U.S. C., see. 123) 


Sec. 5195. Every national banking association shall redeem its cirecu- 
lating notes, at its own counter, at par, in lawful money on demand. 


Revised Statutes, section 5196 (12 U.S. C., see. 89) 


Sec. 5196. Every national banking association formed or existing 
under this Title shall take and receive at par, for any debt or liability 
to it, any and all notes or bills issued by any lawfully organized na- 
tional banking association. But this provision shall not apply to any 
association organized for the purpose of issuing notes payable in gold. 


Revised Statutes, section 5203 (12 U.S. C., sec. 87) 


Sec. 5203. No association shall, either directly or indirectly, pledge 
or hypothecate any of its notes or circulation, for the purpose of procur- 
ing money to be paid in on its capital stock, or to be used in its banking 
operations, or otherwise; nor shall any association use its circulating 
notes, or any part thereof, in any manner or form, to create or increase 
its capital stock. 


Revised Statutes, section 5206 (12 U.S. C., see. 88) 


Sec. 5206. No association shall at any time pay out on loans or dis- 
counts, or in purchasing drafts or bills of exchange, or in payment of 
deposits, or in any other mode pay or put in circulation, the notes of 
any bank or banking association which are not, at any such time, 
receivable, at par, on deposit, and in payment of debis by the asso- 
ciation sO paying out or circulating such notes, nor shall any associa- 
tion knowingly pay out or put in circulation any notes issued by any 
bank or banking association which at the time of such paying out or 
putting in circulation is not redeeming its circulating notes in lawful 
money of the United States. 

2 Paragraph (86) of section 801 of the bill cites 12 U. S. C. 121 and 12 U. 8S. C. 126 as being eliminated 


(along with 12 U. 8. C. 123) by the repeal of section 5195 of the Revised Statutes. However, these provisions 
are not shown as repealed in this print because they are not actually included in Revised Statutes, sec. 5195. 
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Revised Statutes, section 5207 (12 U.S. C., sec. 582) 


Sec. 5207. No national banking association shall hereafter offer or 
receive United States notes or national-bank notes as security or as 
collateral security for any loan of money, or for a consideration agree 
to withhold the same from use, or offer or receive the custody or 
promise of custody of such notes as security, or as collateral security, 
or consideration for any loan of money. Any association offending 
against the provisions of this section shall be deemed guilty of a 
misdemeanor, and shall be fined not more than one thousand dollars 
and a further sum equal to one-third of the money so loaned. The 
officer or officers of any association who shall make any such loan 
shall be liable for a further sum equal to one-quarter of the money 
loaned; and any fine or penalty incurred by a violation of this section 
shall be recoverable for the benefit of the party bringing such suit. 


Revised Statutes, section 5208 (12 U.S. C., see. 501) 


Sec. 5208. It shall. be unlawful for any officer, director, agent, or 
employee of any Federal reserve bank, or of any member bank as 
defined in the Act of December 23, 1913, known as the Federal Reserve 
Act, to certify any check drawn upon such Federal reserve bank or 
member bank unless the person, firm, or corporation drawing the 
check has on deposit with such Federal reserve bank or member bank, 
at the time such check is certified, an amount of money not less than 
the amount specified in such check. Any check so certified by a duly 
authorized officer, director, agent, or employee shall be a good and 
valid obligation against such Federal reserve bank or member bank; 
but the act of any officer, director, agent, or employee of any such 
Federal reserve bank or member bank in violation of this section 
shall, in the discretion of the Board of Governors of the Federal 
Reserve System, subject such Federal reserve bank to the penalties 
imposed by section 11, subsection (h), of the Federal Reserve Act, 
and shall subject such member bank if a national bank to the liabili- 
ties and proceedings on the part of the Comptroller of the Currency 
provided for in section 5234, Revised Statutes, and shall, in the dis- 
cretion of the Board of Governors of the Federal Reserve System, 
subject any other member bank to the penalties imposed by section 9 
of said Federal Reserve Act for the violation of any of the provisions 
of said Act. 


Revised Statutes, section 5212* (12 U.S. C., sec. 163) 


Src. 5212. In addition to the reports required by the preceding sec- 
tion, each association shall report to the Comptroller of the Currency, 
within ten days after declaring any dividend, the amount of such 
dividend, and the amount of net earnings in excess of such dividend. 
Such reports shall be attested by the oath of the president or cashier of 
the association. 


Revised Statutes, section 5214 (12 U.S. C., see. 541) 


Sec. 5214. In lieu of all existing taxes, every association shall pay 
to the Treasurer of the United States, in the months of January and 
July, a duty of one half of one per centum each half year upon the 
average amount of its notes in circulation. 





3 For corresponding provision in S. 1451, see section 52 (a) of title I (p. 36 of this comparative print). 
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Revised Statutes, section 5215 (12 U.S. C., see. 544) 


Src. 5215. In order to enable the Treasurer to assess the duties im- 
posed by the preceding section, each association shall, within ten 
days from the first days of January and July of each year, make a 
return, under the oath of its president or cashier, to the Treasurer 
of the United States, in such form as the Treasurer may prescribe, of 
the average amount of its notes in circulation, for the six months 
next preceding | the most recent first day of January or July. Every 
association which fails so to make such return shall be liable to a 
penalty of two hundred dollars, to be collected either out of the 
interest as it may become due such association on the bonds deposited 
with the Treasurer, or, at his option, in the manner in which penalties 
are to be collected of other corporations under the laws of the United 
States. 


Revised Statutes, section 5216 (12 U.S. C., see. 545) 


Sec. 5216. Whenever any association fails to make the half-yearly 
return required by the preceding section, the duties to be paid by 
such association shall be assessed upon the amount of notes delivered 
to such association by the Comptroller of the Currency. 


Revised Statutes, section 5217 (12 U.S. C., see. 546) 


Sec. 5217. Whenever an association fails to pay the duties imposed 
by the three preceding sections, the sums due may be collected in the 
manner provided for the collection of United States taxes from other 
corporations; or the Treasurer may reserve the amount out of the 
interest, as it may become due, on the bonds deposited with him by 
such defaulting association. 


Revised Statutes, section 5218 (12 U.S. C., see. 547) 


Sec. 5218. In all cases where an association has paid or may pay in 
excess of what may be or has been found due from it, on account of 
the duty required to be paid to the Treasurer of the United States, 
the association may state an account therefore, which, on being 
certified by the Treasurer of the United States, and found correct by 
the First Comptroller of the Treasury, shall be refunded in the 
ordinary manner by warrant on the Treasury. 


Revised Statutes, section 5222 (12 U.S. C., see. 183) 


Sec. 5222. Within six months from the date of the vote to go into 
liquidation, the association shall deposit with the Treasurer “of the 
United States, lawful money of the United States sufficient to redeem 
all its outstanding circulation. The Treasurer shall execute duplicate 
receipts for money thus deposited, and deliver one to the association 
and the other to the Comptroller of the Currency, stating the amount 
received by him, and the purpose for which it has been received; and 
the money shall be paid into the Treasury of the United States, and 
placed to the credit of such association upon redemption account. 
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Revised Statutes, section 5223 (12 U.S. C., sec. 184) 


Sec. 5223. An association which is in good faith winding up its 
business for the purpose of consolidating with another association 
shall not be required to deposit lawful money for its outstanding 
circulation; but its assets and liabilities shall be reported by the 
association with which it is in process of consolidation. 


Revised Statutes, section 5224 (12 U.S. C., see. 185) 


Sec. 5224. Whenever a sufficient deposit of lawful money to redeem 
the outstanding circulation of an association proposing to close its 
business has been made, the bonds deposited by the association to 
secure payment of its notes shall be reassigned to it, in the manner 
prescribed by section fiftv-one hundred and sixty-two. And there- 
after the association and its shareholders shall stand discharged from 
all liabilities upon the circulating notes, and those notes shall be 
redeemed at the Treasury of the United States. And if any such bank 
shall fail to make the deposit and take up its bonds for thirty days 
after the expiration of the time specified, the Comptroller of the 
Currency shall have power to sell. the bonds pledge ‘d for the circulation 
of said bank, at public auction in New York City, and, after providing 
for the redemption and cancellation of said circulation and the neces- 
sary expenses of the sale, to pay over any balance remaining to the 
bank or its legal representatives. 


tevised Statutes, section 5225 (12 U.S. C., see. 186) 


Sec. 5225. Whenever the Treasurer has redeemed any of the notes 
of an association which has commenced to close its affairs under the 
five preceding sections, he shall cause the notes to be mutilated and 
charged to the rede ‘mption account of the association; and all notes 
so redeemed by the Treasurer shall, every three months, be certified 
to and macerated in the manner prescribed in section fifty-one hundred 
and eighty-four. 

Revised Statutes, section 5226 (12 U.S. C., see. 131) 

Sec. 5226. Whenever any national banking association fails to re- 
deem in the lawful money of the United States, any of its circulating 
notes, upon demand of payment duly made during the usual hours of 
business, at the office of such association, or at its designated place 
of redemption, the holder may cause the same to be protested, in 
one package, by a notary public, unless the president or cashier of 
the association whose notes are presented for payment, or the presi- 
dent or cashier of the association at the place at which they are 
redeemable offers to waive demand and notice of the protest, and, in 
pursuance of such offer, makes, signs, and delivers to the party 
making such demand an admission in writing, stating the time of the 
demand, the amount demanded, and the fact of the nonpayment 
thereof. The notary public, on making such protest, or upon receiv- 
ing such admission, shall forthwith forward such admission or notice 
of protest to the Comptroller of the Currency, retaining a copy 
thereof. If, however, satisfactory proof is produc ed to the notary 
public that the payment of the notes demanded is restrained by order 
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of any court of competent jurisdiction, he shall not protest the same. 
When the holder of any notes causes more than one note or package 
to be protested on the same day, he shall not receive pay for more 
than one protest. 


Revised Statutes, section 5227 (12 U.S. C., see. 132) 


Sec. 5227. On receiving notice that any national banking association 
has failed to redeem any of its circulating notes, as specified in the 
preceding section, the Comptroller of the Currency, with the concur- 
rence of the Secretary of the Treasury, may appoint a special agent, of 
whose appointment immediate notice shall be given to such association, 
who shall immediately proceed to ascertain whether it has refused to 
pay its circulating notes im the lawful money of the United States, 
when demanded, and shall report to the Comptroller the fact so 
ascertained. If, from such protest, and the report so made, the 
Comptroller is satisfied that such association has refused to pay its 
circulating notes and is in default, he shall, within thirty days after 
he has received notice of such failure, declare the bonds deposited 
by such association forfeited to the United States, and they shall 
thereupon be so forfeited. 


Revised Statutes, section 5228 (12 U.S. C., see. 133) 


Sec. 5228. After a default on the part of an association to pay any 
of its circulating notes has been ascertained by the Comptroller, and 
notice thereof has been given by him to the association, it shall not 
be lawful for the association suffering the same to pay out any of its 
notes, discount any notes or bills, or otherwise prosecute the business 
of banking, except to receive and safely keep money belonging to it, 
and to deliver special deposits. 


Revised Statutes, section 5229 (12 U.S. C., see. 134) 

Sec. 5229. Immediately upon declaring the bonds of an association 
forfeited for nonpayment of its notes, the Comptroller shall give 
notice, in such manner as the Secretary of the Treasury shall, by 
general rules or otherwise, direct, to the holders of the circulating 
notes of such association, to present them for payment at the Treasury 
of the United States; and the same shall be paid as presented in 
lawful money of the United States; whereupon the Comptroller may, 
in his discretion, cancel an amount of bonds pledged by such associa- 
tion equal at current market rates, not exceeding par, to the notes paid. 


Revised Statutes, section 5230 (12 U.S. C., see. 137) 


Sec. 5230. Whenever the Comptroller has become satisfied, by the 
protest or the waiver and admission specified in section fifty-twe 
hundred and twenty-six, or by the report provided for in section fifty- 
two hundred and twenty-seven, that any association has refused to 
pay its circulating notes, he may, instead of canceling its bonds, 
cause so much of them as may be necessary to redeem its outstanding 
notes to be sold at public auction in the city of New York, after giving 
thirty days’ notice of such sale to the association. For any deficiency 
in the proceeds of all the bonds of an association, when thus sold, to 
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reimburse to the United States the amount expended in paying the 
circulating notes of the association, the United States shall have a 
paramount lien upon all its assets; and such deficiency shall be made 
good out of such assets in preference to any and all other claims what- 
soever, except the necessary costs and expenses of administering the 
same. 


Revised Statutes, section 5231 (12 U.S. C., sec. 138) 


Sec. 5231. The Comptroller may, if he deems it for the interest of 
the United States, sell at private sale any of the bonds of an associa- 
tion shown to have made default in paying its notes, and receive 
therefor either money or the circulating notes of the association. But 
no such bonds shall be sold by private sale for less than par, nor for 
less than the market value thereof at the time of sale; and no sales 
of any such bonds, either public or private, shall be complete until the 
transfer of the bonds shall have been made with the formalities pre- 
scribed by sections fifty-one hundred and sixty-two, fifty-two hundred 
and sixty-three, and fifty-one hundred and sixty-four. 


Revised Statutes, section 5232 (12 U.S. C., see. 135) 


Sec. 5232. The Secretary of the Treasury may, from time to time, 
make such regulations respecting the disposition to be made of circu- 
lating notes after presentation at the Treasury of the United States 
for payment, and respecting the perpetuation of the evidence of the 
payment thereof, as may seem to him proper. 


Revised Statutes, section 5233 (12 U.S. C., see. 136) 


Sec. 5233. All notes of national banking associations presented at 
the Treasury of the United States for payment shall, on being paid, 
be canceled. 


Revised Statutes, section 5237 (12 U.S. C., see. 195) 


Sec. 5237. Whenever an association against which proceedings have 
been instituted, on account of any alleged refusal to redeem its cir- 
culating notes as aforesaid, denies having failed to do so, it may, at 
any time within ten days after it has been notified of the appointment 
of an agent, as provided in section fifty-two hundred and twenty-seven, 
apply to the nearest circuit, or district, or Territorial court of the 
United States to enjoin further proceedings in the premises; and such 
court, after citing the Comptroller of the Currency to show cause why 
further proceedings should not be enjoined, and after the decision of 
the court or finding of a jury that such association has not refused 
to redeem its circulating notes, when legally presented, in the lawful 
money of the United States, shall make an order enjoining the Comp- 
troller, and any receiver acting under his direction, from all further 
proceedings on account of such alleged refusal. 
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First Section and Sections 4 and 5 of the Act of June 20, 1874 (ch. 343, 
18 Stat. 123; 12 U.S. C., sees. 38, 176, and 105) 


That the Act entitled “An Act to provide a national currency 
secured by a pledge of United States bonds, and to provide for the 
circulation and redemption thereof,” approved June 3, 1864, shall 
hereafter be known as ‘‘the national bank act” (12 U.S. C., see. 38). 

Sec. 4, That any association organized under this act, or any of 
the acts of which this is an amendment, desiring to withdraw its cir- 
culating notes, in whole or in part, may, upon ‘the deposit of lawful 
money with the Treasurer of the United States in sums of not less 
than nine thousand dollars, take up the bonds which said association 
has on deposit with the Treasurer for the security of such circulating 
notes; which bonds shall be assigned to the bank in the manner speci- 
fied in the nineteenth section of the national-bank ac t; and the out- 
standing notes of said association, to an amount equal to the legal- 
tender notes deposited, shall be redeemed at the Treasury of the 
United States, and destroyed as now provided by law: Provided, That 
the amount of the bonds on deposit for cizcalation shall not be 
reduced below fifty thousand dollars (12 U. S. C., see. 176). 

Src. 5. That the Comptroller of the Derren shall, under such 
rules tind regulations as the Secretary of the Treasury may prescribe, 
cause the charter-numbers of the association to be printed upon all 


national-bank notes which may be hereafter issued by him (12 
U. S. C., sec. 105). 


First Section and Section 3 of the Act of March 3, 1875 (ch. 130, 
18 Stat. 371; 12 U.S. C., sees. 106 and 127) 4 


* * * That the national-bank notes shall be printed under the direc- 
tion of the Secretary of the Treasury, and upon the distinctive or 
special paper which has been, or may hereafter be, adopted by him 
for printing United States notes (12 U.S. C., sec. 106; 18 Stat. 372). 

Sec. 3. * * * That to carry into effect the provisions of section three 
of the act entitled “An act fixing the amount of United States notes, 
providing for a redistribution of the national-bank currency, and for 
other purposes’, approved June twentieth, eighteen hundred and 
seventy-four, the Secretary of the Treasury is authorized to appoint 
the following force, to be employed under his direction, namely: In 
the Office of the Treasurer: * * * In the Office of the Comptroller 
of the Currency * * * And at the end of each month, the Secretary 
of the Treasury shall reimburse the Treasury to the full amount paid 
out under the provisions of this section by transfer of said amount 
from the deposit of the national banking associations with the Treas- 
ury of the United States; and at the end of each fiscal year he shall 
transfer from said deposit to the Treasury of the United States such 
sum as may have been actually expended under his direction for sta- 
tionery, rent, fuel, light, and other necessary incidental expenses 
which have been incurred in ¢ arrying into fies the provisions of the 


said section of the above-named act “(12 U. S. C., sec. 127; 18 Stat. 
399). 





4 The Act of March 3, 1875, is an Act making miscellaneous appropriations. Although paragraphs (81) 
and (90) of section 801 of S. 1451 repeal all of the first section and section 3 of the 1875 Act, presumably it 
was intended to repeal only those provisions which are directly related to the subject matter of 8. 1451. 
Accordingly, this print shows only those parts of the repealed provisions which are so related. 
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Section 2 of the Act of June 30, 1876 (ch. 156, 19 Stat. 63; 12 U.S. C., 
sec. 65) 


Sec. 2. That when any national banking association shall have 
gone into liquidation under the provisions of section five thousand two 
hundred and twenty of said statutes, the individual liability of the 
shareholders provided for by section fifty-one hundred and fifty-one 
of said statutes may be enforced by any creditor of such association 
by a civil action brought by such creditor on behalf of himself and of 
all other creditors of the association, against the shareholders thereof, 
in the United States district court for the district in which such 
association may have been located or established. 


Act of February 14, 1880 (ch. 25, 21 Stat. 66; 12 U.S. C., see. 153) 


AN ACT Authorizing the conversion of national gold banks 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That any national gold bank 
organized under the provisions of the laws of the United States, may, 
in the manner and subject to the provisions prescribed by section 
fifty-one hundred and fifty-four of the Revised Statutes of the United 
States for the conversion of banks incorporated under the laws of any 
State, cease to be a gold bank, and become such an association as is 
authorized by section fifty-one ‘hundred and thirty-three, for carrying 
on the business of banking, and shall have the same powers and 
privileges and shall be subject to the same duties, responsibilities, and 
rules, in all respects, as are by law prescribed for such associations: 
Provided, That all certificates of organization which shall be issued 
under this act shall bear the date of the original organization of each 
bank respectively as a gold bank. 


Act of February 26, 1881 (ch. 82, 21 Stat. 352; 12 U.S. C., see. 162) 
AN ACT Defining the verification of returns of national banks 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That the oath or affirmation 
required by section fifty-two hundred and eleven of the Revised 
Statutes, verifying the returns made by national banks to the Com 
troller of the Currency, when taken before a notary public properly 
authorized and commissioned by the State in which such notary 
resides and the bank is located, or any other officer having an official 
seal, authorized in such State to administer oaths, shall be a sufficient 
verification as contemplated by said section fifty-two hundred and 
eleven: Provided, That the officer administering the oath is not an 
officer of the bank. 


Sections 8, 9, and 12 of the Act of July 12, 1882 (ch. 290, 22 Stat. 162; 
12 U.S. C., sees. 177, 178, and 146) 


Sec. 8. That national banks now organized or hereafter organized, 
having a capital of one hundred and ‘fifty thousand dollars, or less, 
shall not be required to keep on deposit or deposit with the Treas- 
urer of the United States, United States bonds in excess of one-fourth 
of their capital stock as security for their circulating notes; but such 
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banks shall keep on deposit or deposit with the Treasurer of the United 
States the amount of bonds as herein required. And such of those 
banks having on deposit bonds in excess of that amount are authorized 
to reduce their circulation by the deposit of lawful money as provided 
by law: Provided, That the amount of such circulating notes shall not’ 
in any case exceed ninety per centum of the par value of the bonds 
deposited as herein provided: Provided further, That the national 
banks which shall hereafter make deposits of lawful money for the 
retirement in full of their circulation shall at the time of their deposit 
be assessed for the cost of transporting and redeeming their notes 
then outstanding, a sum equal to the average cost of the redemption of 
national-bank notes during the preceding year, and shall thereupon 
pay such assessment. And all national banks which have heretofore 
made or shall hereafter make deposits of lawful money for the reduc- 
tion of their circulation shall be assessed and shall pay an assessment 
in the manner specified in section three of the act approved June 20, 
1874, for the cost of transporting and redeeming their notes redeemed 
from such deposits subsequently to June 30, 1881 (12 U.S. C., 
sec. 177). 

Sec. 9. That any national banking association now organized, or 
hereafter organized, desiring to withdraw its circulating notes, upon 
a deposit of lawful money with the Treasurer of the United States, as 
provided in section four of the act of June twentieth, eighteen hundred 
and seventy-four, or as provided in this act, is authorized to deposit 
lawful money and, with the consent of the (¢ ‘omptroller of the Cur- 
rency and the approval of the Secretary of the Treasury, withdraw 
a proportionate amount of the bonds held as security for its circulating 
notes in the order of such deposits: Provided, That not more than 
nine millions of dollars of lawful money shall be deposited during any 
calendar month for this purpose: And provided further, That the 
provisions of this section shall not apply to bonds called for redemp- 
tion by the Secretary of the Treasury, nor to withdrawal of circulating 
notes a consequence thereof (12 U.S. C., see.178). 

SEc. That the Secretary of the Treasury is authorized and 
directe d to receive deposits of gold coin with the Treasurer or assistant 
treasurers of the United States, in sums not less than twenty dollars, 
and to issue certificates therefor in denominations of not less than 
twenty dollars each, corresponding with the denominations of United 
States notes. The coin deposited for or representing the certificates 
of deposits shall be retained in the Treasury for the payment of the 
same on demand. Said certificates shall be receivable for customs, 
taxes, and all public dues, and when so received may be reissued; 
and such certificates, as also silver certificates, when held by any 
national-banking association, shall be counted as part of its lawful 
reserve; and no national-banking association shall be a member of 
any clearing-house in which such certificates shall not be receivable 
in the settlement of clearing-house balances: Provided, That the 
Secretary of the Treasury shall suspend the issue of such gold certifi- 
cates whenever the amount of gold coin and gold bullion in the Treas- 
ury reserved for the redemption of United States notes falls below one 
hundred millions of dollars; and the provisions of section fifty-two 
hundred and seven of the Revised Statutes shall be applicable to 
the certificates herein authorized and directed to be issued (12 U. 
S. C., sec. 146). 
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First Section of the Act of May 1, 1886 (ch. 73, 24 Stat. 18; 12 
U.S. C., sec. 58) 5 


That any national banking association may, with the approval of 
the Comptroller of the Currency, by the vote of shareholders owning 
two-thirds of the stock of such association, increase its capital stock, 
in accordance with existing laws, to any sum approved by the said 
Comptroller, notwithstanding the limit fixed in its original articles 
of association and determined by said Comptroller; and no increase 
of the capital stock of any national banking association either within 
or beyond the limit fixed in its original articles of association shall 
be made except in the manner herein provided. 


Sections 2 and 6 of the Act of July 14, 1890 (ch. 708, 26 Stat. 289; 
12 U.S. C., sees. 145 and 122 


Sec. 2. That the Treasury notes issued in accordance with the 
provisions of this act shall be redeemable on demand, in coin, at the 
Treasury of the United States, or at the office of any assistant treasurer 
of the United States, and when so redeemed may be reissued; but no 
greater or less amount of such notes shall be outstanding at any time 
than the cost of the silver bullion and the standard silver dollars 
coined therefrom, then held in the Treasury purchased by such notes; 
and such Treasury notes shall be a legal tender in payment of all 
debts, public and private, except where otherwise expressly stipulated 
in the contract, and shall be receivable for customs, taxes, and all 
public dues, and when so received may be reissued; and such notes, 
when held by any national banking association, may be counted as 
a part of its lawful reserve. That upon demand of the holder of any 
of the Treasury notes herein provided for the Secretary of the Treasury 
shall, under such regulations as he may prescribe, redeem such notes 
in gold or silver coin, at his discretion, it being the established policy 
of the United States to maintain the two metals on a parity with 
each other upon the present legal ratio, or such ratio as may be pro- 
vided by law (12 U. S. C., see. 145). 

Sec. 6. That upon the passage of this act the balances standing 
with the Treasurer of the United States to the respective credits of 
national banks for deposits made to redeem the circulating notes of 
such banks, and all deposits thereafter received for like purpose, shall 
be covered into the Treasury as a miscellaneous receipt, and the Treas- 
ury of the United States shall redeem from the general cash in the 
Treasury the circulating notes of said banks which may come into his 
possession subject to redemption; and upon the certificate of the 
Comptroller of the Currency that such notes have been received by 
him and that they have been destroyed and that no new notes will be 
issued in their place, reimbursement of their amount shail be made 
to the Treasurer, under such regulations as the Secretary of the 
Treasury may prescribe, from an appropriation hereby created, to be 
known as “national-bank notes: Redemption account,” but the provi- 
sions of this act shall not apply to the deposits received under section 
three of the act of June twentieth, eighteen hundred and seventy-four, 
requiring every National bank to keep in lawful money with the Treas- 
urer of the United States a sum equal to five per centum of its circula- 





5 For corresponding provision in S. 1451, see sec. 18 of title I (p. 7 of this comparative print). 
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tion, to be held and used for the redemption of its circulating notes; 
and the balance remaining of the deposits so covered shall, at the close 
of each month, be reported on the monthly public debt statement as 
debt of the United States bearing no interest (12 U.S. C., see. 122). 


Sections 12 and 13 of the Act of March 14, 1900 (ch. 41, 31 Stat. 49; 
12 U.S. C., sees. 101 and 542) 


Sec. 12. That upon the deposit with the Treasurer of the United 
States, oy any national banking association, of any bonds of the United 
States in the manner provided by existing law, such association shall be 
entitled to receive from the Comptroller of the Currency circulating 
notes in blank, registered and countersigned as provided by law, equal 
in amount to the par value of the bonds so deposited; and any national 
banking associations now having bonds on deposit for the security of 
circulating notes, and upon which an amount of circulating notes has 
been issued less than the par value of the bonds, shall be entitled, upon 
due application to the Comptroller of the Currenc *y, to receive " addi- 
tional circulating notes in blank to an amount which will increase the 
circulating notes held by such association to the par value of the bonds 
deposited, such additional notes to be held and treated in the same way 
as circulating notes of national banking associations heretofore issued, 
and subject to all the provisions of law affecting such notes: Provided, 
That nothing herein contained shall be construed to modify or repeal 
the provision of section fifty-one hundred and sixty-seven of the Re- 
vised Statutes of the United States, authorizing the Comptroller of the 
Currency to require additional deposits of bonds or of lawful money in 
case the market value of the bonds held to secure the circulating notes 
shall fall below the par value of the circulating notes outstanding for 
which such bonds may be deposited as security: And provided further, 
That the circulating notes furnished to national banking associations 
under the provisions of this Act shall be of the denominations pre- 
scribed by law: And provided further, That the total amount of such 
notes issued to any such association may equal at any time but shall not 
exceed the amount at such time of its capital stock actually paid in: 
And provided further, That under regulations to be prescribed by 
the Secretary of the Treasury any national banking association may 
substitute the two per centum bonds issued under the provisions of this 
Act for any of the bonds deposited with the Treasurer to secure circu- 
lation or to secure deposits of public money; and so much of an Act 
entitled ‘An Act to enable national banking associations to extend their 
corporate existence, and for other purposes,” approved July twelfth, 
eighteen hundred and eighty-two, as prohibits any national bank which 
makes any deposit of lawful money in order to withdraw its cire ulating 
notes from receiving any increase of its circulation for the period of six 
months from the time it made such deposit of lawful moneys for the 
purpose aforesaid, is hereby repealed, and all other Acts or parts of 
Acts inconsistent with the provisions of this section are hereby re- 
pealed (12 U.S. C., see. 101) 

Sec. 13. That every national banking association having on deposit, 
as provided by law, bonds of the United States bearing interest at the 
rate of two per centum per annum, issued under the provisions of this 
Act, to secure its circulating notes, shall pay to the Treasurer of the 
United States, in the months of January and July, a tax of one-fourth 
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of one per centum each half year upon the average amount of such of 
its notes in circulation as are based upon the deposit of said two per 
centum bonds; and such taxes shall be in lieu of existing taxes on its 
notes in circulation imposed by section fifty-two hundred and fourteen 
of the Revised Statutes (12 U.S. C., sec. 542). 


First Section of the Act of December 31, 1905 (ch. 3, 34 Stat. 5; 
12 U.S. C., sec. 543) 


That the two percent bonds of the United States authorized by 
section eight of the Act entitled “‘An Act to provide for the construc- 
tion of a canal connecting the waters of the Atlantic and Pacific 
oceans,” approved June twenty-eight, nineteen hundred and two, 
shall have all the rights and privileges accorded by law to other two 
percent bonds of the United States, and every national banking asso- 
ciation having on deposit, as provided by law, such bonds issued 
under the provisions of said section eight of said Act approved June 
twenty-eight, nineteen hundred and two, to secure its circulating 
notes, shall pay to the Treasurer of the United States, in the months 
of January and July, a tax of one-fourth of one percent each half 
year upon the average amount of such of its notes in circulation as 
are based upon the de ‘posit of said two percent bonds; and such taxes 
shall be in lieu of existing taxes on its notes in circulation imposed by 
section fifty-two hundred and fourteen of the Revised Statutes. 


First Section of the Act of March 4, 1909 (ch. 297, 35 Stat. 867) 


[The Act of March 4, 1909, is an Act making miscellaneous appro- 
priations. Although paragraph (5) of section 801 of S. 1451 repeals 
all of the first section of the 1909 Act, presumably it was intended to 
repeal only those provisions which are directly related to the subject 
matter of S. 1451. Accordingly, this print shows only those parts of 
the repealed provisions which are so related. They are shown under 
section 5 of title I, on page 2 of this print.] 


Section 23 of the Act of December 23, 1913 (ch. 6, 38 Stat. 273; 
12 U.S. C., sec. 64) 


Sec. 23. The stockholders of every national banking association 
shall be held individually responsible for all contracts, de bts, and en- 
gagements of such association, each to the amount of his stock therein, 
at the par value thereof in addition to the amount invested in such 
stock. The stockholders in any national banking association who 
shall have transferred their shares or registered the transfer thereof 
within sixty days next before the date of the failure of such association 
to meet its obligations, or with knowledge of such impending failure, 
shall be liable to the same extent as if they had made no such transfer, 
to the extent that the subsequent transferee fails to meet such lia- 
bility; but this provision shall not be construed to affect in any way 
any recourse which such shareholders might otherwise have against 
those in whose names such shares are registered at the time of such 
failure. 
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Section 3 of the Act of October 5, 1917 (ch. 74, 40 Stat. 342; 
12 U.S. C., see. 103) 


Sec. 3. That from and after the passage of this Act any national 
banking association, upon compliance with the provisions of law 
applicable thereto, shall be entitled to receive from the Comptroller of 
the Currency, or to issue or reissue, or place in circulation notes in de- 
nominations of $1, $2, $5, $10, $20, $50, and $100 in such proportion 
as to each of said denominations as the bank may elect: Provided, how- 
ever, That no bank shall receive or have in circulation at any one time 
more than $25,000 in notes of the denominations of $1 and $2. 


Act of January 3, 1923 (ch. 22, 42 Stat. 1096) 


[The Act of January 3, 1923, is an Act making miscellaneous appro- 
priations. Although paragraph (7) of section 801 of S. 1451 repeals 
all of the 1923 Act, presumably it was intended to repeal only those 
provisions which are directly related to the subject matter of S. 1451. 
Accordingly, this print shows only those parts of the repealed pro- 
visions which are so related. They are shown under section 6 of 


> 


title I, on page 3 of this print.] 


Title IT of the Act of March 4, 1923 (ch. 252, 42 Stat. 1461-1473; 


) 
12 U.S. C., sees. 1151-1322) 
FORMATION 


Sec. 201. That corporations for the purpose of providing credit fa- 
cilities for the agricultural and livestock industries of the United States, 
to be known as National Agricultural Credit Corporations, may be 
formed by any number of natural persons not less in any case than 
five. Such persons shall enter into articles of association which shall 
specify the object for which the corporation is formed. Such articles 
of association shall be signed by the persons intending to participate 
in the organization of the corporation and be forw arded to the C omp- 
troller of the Currency to be filed and preserved in his office (12 
U.S. C., see. 1151). 


REQUISITES OF ARTICLES AND CERTIFICATES 


Sic. 202. (a) That persons signing such articles of association shall 
make an organization certificate which shall specifically state the name 
of the corporation to be organized, the place where its office is to be 
located, the State or States in which its operations are to be carried on, 
the amount of its capital stock, and the number of shares into which 
the same shall be divided, and that the certificate is made to enable 
the subscribers to avail themselves of the advantages of this chapter 
“a = S. C., see. 1161). 

The name of each corporation organized under this title shail 
ine Zs. the words “National Agricultural Credit Corporation.” 
12 U.S. C., see. 1162). 

The organization certificate and articles of association shall 
be acknowledged before some judge of a court of record or notary 
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public and shall, together with the acknowledgement thereof duly 
authenticated by the seal of such court or notary, be transmitted to the 
Comptroller of the Currency, who shall file, record, and carefully pre- 
serve the same in his office (12 U.S. C., sec. 1163). 

(d) Upon making and filing the articles of association and or- 
ganization certificate with the Comptroller of the Currency, and 
when the Comptroller of the Currency has approved the same and 
issued a written permit to begin business, the corporation shall be and 
become a body corporate, and shall have power 

= To adopt and use a corporate seal. 

) To have succession for a period of fifty years unless sooner dis- 
ie ‘4 by the act of shareholders owning two-thirds of its stock or by 
Act of Congress or unless its charter shall be forfeited for violation 
of law. 

(3) To make contracts. 

(4) To sue and be sued, complain and defend in any court of law or 
equity, and for purposes of jurisdiction shall be deemed a citizen of 
the State where it is located. 

(5) To elect or appoint directors and by its board of directors to 
appoint such officers and employees as may be deemed proper; to de- 
fine their authority and duties; to fix their salaries; in its discretion 
to require bonds of any of them and to fix the penalty thereof; and to 
dismiss at pleasure any of such officers or employees. 

(6) To prescribe by its board of directors by-laws not inconsistent 
with law or the regulations of the Comptroller of the Currency defin- 
ing the manner in which its general business may be conducted, its 
shares of stock be transferred, its directors and officers be elected or 
appointed, its property transferred, and the privileges granted to it 
by law be exercised and enjoyed. 

(7) To exercise by its board of directors or duly authorized officers 
or agents all powers specifically granted by the provisions of this 
chapter, and such incidental powers as shall be necessary to carry on 
the business for which it is incorporated, within the limitations pre- 
scribed by this chapter, but such corporation shall transact no busi- 
ness except such as is incidental and necessarily preliminary to its 
organization until authorized in writing by the Comptroller of the 
Currency to commence business under the provisions of this chapter. 

(8) The affairs of each National Agricultural Credit Corporation 
shall be managed by not less than five directors, who shall be elected 
by the stockholders at a meeting to be held at any time before the cor- 
poration is authorized by the Comptroller of the Currency to com- 
mence business, and afterwards at meetings to be held on such day in 
January of each year as may be provided in the articles of associa- 
tion. The directors so elected shall hold office for one year, and until 
their successors are elected and have qualified. Every director and 
other officer of the corporation shall, before entering upon the duties 
of his office, take and subscribe an oath before a notary public or other 
official having a seal and authorized to administer oaths, conditioned 
for the faithful performance of the duties of this office. Such oath 
shall be in such form as may be prescribed by the Comptroller of the 
Currency, and shall be filed in the office of the Comptroller of the 
Currency. Any vacancy in the board shall be filled by appointment 
by the remaining directors, and any director so appointed shall hold 
his place until the next election (12 U.S. C., see. 1171). 
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Sec. 203. (a) That each National Agricultural Credit Corporation 
shall have power, under such rules and regulations as the Comptroller 
of the Currency may prescribe— 

(1) To make advances upon, to discount, rediscount, or purchase, 
and to sell or negotiate, with or without its indorsement or guaranty, 
notes, drafts, or bills of exchange, and to accept drafts or bills of 
exchange, which— 

(A) Are issued or drawn for an agricultural purpose, or the proceeds 
of which have been or are to be used for an agricultural purpose; 

(B) Have a maturity, at the time of discount, purchase, or accept- 
ance, not exceeding nine months; and 

(C) Are secured at the time of discount, purchase, or acceptance 
by warehouse receipts or other like documents conveying or securing 
title to nonperishable and readily marketable agric ultural products, 

r by chattel mortgages, or other like instruments conferring a first 
ad paramount lien upon livestock which is being fattened for ‘market, 
or an agricultural crop being grown for market. 

To make advances upon or to discount, rediscount, or purchase, 
and to sell or negotiate with or without its indorsement or guaranty, 
notes secured by chattel mortgages conferring a first and paramount 
lien upon maturing or breeding livestock or dairy herds, and having 
a maturity at the time of discount, rediscount, or purchase not exceed- 
ng, oe vears. 

To subscribe for, acquire, own, buy, sell, and otherwise deal in 
ucts certificates of indebtedness, bonds or other obligations of 
the United States to such extent as its board of directors may deter- 
a 

) To act, when requested by the Secretary of the Treasury, as 
fisc al agent of the United States, and to perform such services as the 
Secretary of the Treasury may require in connection with the issue, 
sale, redemption or repurchase of bonds, notes, Treasury certificates 
of indebtedness, or other obligations of the United States. 

To purchase, hold, acquire, and dispose of shares of the capital 
stock of any corporation organized under the provisions of section 
207, of this title, in an amount not to exceed at any time 20 per centum 
of its paid in and unimpaired capital and surplus. 

(6) To purchase, hold, and convey real estate for the following 
purposes, and for no others: 

(A) Such as shall be necessary for its accommodation in the trans- 
action of its business. 

(B) Such as shall be mortgaged to it in good faith by way of se- 
curity for debts previously contracted. 

(C) Such as shall be conveyed to it in satisfaction of loans or ad- 
vances made or debts previously contracted in the course of its dealings. 

(D) Such as it shall purchase at sales under judgments, decrees, 
or mortgages held by the corporation or shall purchase to secure debts 
due to it. 

To act as custodian, trustee, or agent for holders of notes, drafts, 
or bills of exchange sold or negotiated under paragraphs (1) and (2) 
of subdivision (a) of this section or under section 207. 

To issue, subject to such regulations as the Comptroller of the 
Currency may prescribe, collateral trust notes or debentures, with a 
maturity not exceeding three years, and to pledge as security for 
such notes or debentures any notes, drafts, bills of exchange, or other 
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securities held by the corporation under the terms of this chapter. 
The regulations of the Comptroller of the Currency may prescribe the 
form of notes of debentures, and of notes, drafts, bills of exchange, 
warehouse receipts, chattel mortgages, or other instruments which 
may be pledged as security therefor, the provisions which may be 
made with regard to release, substitution, or exchange of such securi- 
ties, and with regard to protection, supervision, inspection, and rein- 
spection of the agricultural commodities of livestock pledged or mort- 
gaged as security therefor (12 U.S. C., see. 1172). 

(b) The United States Government shall assume no liability, 
direct or indirect, for any debentures or other obligations issued under 
this chapter, and all such debentures and other obligations shall con- 
tain conspicuous and appropriate language, to be prescribed in form 
and substance by the Comptroller of the C urrency and approved by 
the Secretary of the MOO clearly indicating that no such liability 
is assumed (12 U.S. C., sec. 1181). 

(c) Any sbliewtiin referred to in paragraphs (1) or (2) of sub- 
division (a) of this section which is secured by chattel mortgage 
upon livestock of an estimated market value at least equal to the ‘face 
amount of such obligation, may be additionally secured by mortgage 
or deed of trust upon real estate or by other securities, under such 
regulations as may be made by the Comptroller of the Currency (12 
U.S. C., see. 1182). 

LIMITATIONS 


Sec. 204. Except as hereinafter provided in section 207 of this 
title, no National Agricultural Credit Corporation shall incur liabili- 
ties, whether direct or contingent, in excess of ten times its paid in and 
unimparied capital and surplus; nor shall any such corporation make 
advances to or hold notes or other direct obligations of any person or 
corporation, or have outstanding acceptances for any person or cor- 
poration, in an amount exceeding 20 per centum of the paid in and 
unimpaired capital and surplus of such corporation, unless such ad- 
vances, notes, acceptances, or other obligations are adequately secured 
by warehouse receipts representing readily marketable and non- 
perishable agricultural commodities, in which event the amount of 
such advances to, or notes or other direct obligations of, or accept- 
ances for, such one person, association, or corporation shall not 
exceed 50 percentum of such paid in and unimpaired capital and 
surplus. No such corporation shall purchase, own, or deal in any 
livestock except livestock taken in the course of liquidation of obliga- 
tions held by it (12 U.S. C., see. 1191). 


INTEREST RATES 


Src. 205 (a). Any National Agricultural Credit Corporation may 
charge on any loan or discount made, or upon any note, bill of ex- 
change, or other evidence of debt, interest at the rate allowed by the 
laws of the State in which such corporation is located (12 U.S. C., 
sec. 1201). 

(b) The taking, receiving, reserving, or charging a rate of inter- 
est greater than is allowed by the preceding ‘section, when know- 
ingly done, shall be deemed a forfeiture of the entire interest which 
the note, bill, or other evidence of debt carries with it or which has 
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been agreed to be paid thereon. In case the greater rate of interest 
has been paid, the person by whom it has been paid, or his legal repre- 
sentative, may recover back in an action’in the nature of an action for 
debt twice the amount of the interest thus paid from the corporation 
taking or receiving the same, provided such action is commenced 
within two years from the time the usurious interest was collected 
(12 U.S. C., sec. 1202). 
CAPITAL STOCK 


Sec. 206. (a) That no National Agricultural Credit Corporation shall 
be permitted to commence business with a paid-in capital of less than 
$250,000, and no permit to begin business shall be issued to any such 
corporation by the Comptroller of the Currency until there shall have 
been filed with him a certificate signed by the president or treasurer 
and by individuals comprising a majority of the board of directors of 
such corporation showing that at least 50 per centum of the authorized 
capital stock of such corporation has been paid in in cash; and the 
remainder of the capital stock of such corporation shall be paid in in- 
stallments of at least 10 per centum each on the whole amount of the 
capital, and the entire authorized capital stock shall be paid in within 
six months from the date upon which such corporation shall be author- 
ized by the Comptroller of the Currency te commence business. The 
payment of each installment shall be certified to the Comptroller of 
the Currency under oath by the president or cashier of such corpora- 
tion (12 U.S. C. 1211). 

(b) The capital stock of any such corporation may be increased 
at any time with the approval of the Comptroller of the Currency 
by a vote of two-thirds of the holders of its issued and outstanding 
capital stock, or by written consent of all of its shareholders without 
a meeting and without a formal vote; and may be reduced in like 
manner: Provided, That in no event shall such capital stock be reduced 
to an amount less than one-tenth of its then outstanding indebtedness, 
direct or contingent, or to an amount less than $250,000, nor without 
at the same time reducing proportionately outstanding liabilities. 
No National Agricultural Credit C orporation, except as herein pro- 
vided, shall withdraw or permit to be withdrawn, either in the form 
of dividends or otherwise, any portion of its paid-in capital, and 
section 5240 of the Revised Statutes, prohibiting the payment of 
unearned dividends or the withdrawal of capital of national banks, 
shall be held to apply to National Agricultural Credit Corporations. 
(12 U.S. C., see. 1212.) 

(c) The provisions and limitations: contained in section 5139 of 
the Revised Statutes, relative to transfer of the shares of the capital 
stock of national banks, shall apply to National Agricultural Credit 
Corporations. (12 U.S. C., see. 1213.) 

(d) Whenever any shareholder or his assign fails, upon demand of 
the Comptroller of the Currency, to pay his subscription or any 
part thereof on stock of any National Agricultural Credit Corporation 
subscribed to by him, the directors of the corporation, after fifteen 
days’ notice, shall proceed in the manner prescribed by section 5141 
of the Revised Statutes for the collection of unpaid subscriptions to 
stock of national banks. (12 U.S. C., see. 1214.) 

(e) Section 5144 of the Revised Statutes, which relates to the 
right of shareholders of national banks to vote by proxy, shall be 
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held to apply to shareholders of National Agricultural Credit Cor- 
porations. (12 U.S. C., sec. 1215.) 


REDISCOUNT CORPORATIONS 


Sec. 207. (a) That National Agricultural Credit Corporations hav- 
ing an authorized capital stock of $1,000,000 or over may be organized 
under the provisions of this title, to exercise all the powers enumerated 
in section 203, except that in lieu of the powers conferred in para- 
graphs (1) and (2) of subdivision (a) of such section, such corporations 
shall have powers— 

(1) Upon the indorsement of any National Agricultural Credit Cor- 
poration, or of any bank or trust company which is a member of the 
Federal Reserve System, to rediscount for such corporation, bank, o1 
trust company, notes, drafts, bills of exchange, and acceptances, which 
conform to the requirements of paragraphs (1) and (2) subdivision 
(a) of section 203. Such indorsement shall be deemed to be a waiver 
of demand notice and protest by such corporation as to its own indorse- 
ment exclusively. 

(2) To discount or purchase notes, drafts, or bills of exchange issued 

drawn by cooperative associations of producers of agricultural 
products, provided such notes, drafts, or bills of exchange are secured 
at the time of discount or purchase by warehouse receipts or other like 
documents conveying or securing title to nonperishable and readily 
marketable agricultural products, and have a maturity at the time of 
discount or purchase not exceeding nine months. 

(3) To sell or negotiate with or without recourse any note, draft, or 
bill of exchange discounted or purchased hereunder. (12 U.S. C., 
sec. 1221.) 

(b) National Agricultural Credit Corporations organized under the 
provisions of this section, shall not be subject to the limitations con- 
tained in section 204, but the Comptroller of the Currency may, by 
general regulations, from time to time prescribe the amount of in- 
debtedness, direct or contingent, which such corporations may incur, 
and the aggregate amount of paper of different types which such cor- 
porations may rediscount for any one corporation. (12 U.S. C., see. 
1222.) 

(c) Corporations with powers limited, as provided in this section, 
shall not be subject to the requirements as to deposit of bonds or other 
obligations of the United States, as provided in section 208 of this title. 
(12 U.S. C., see. 1223.) 


PERMIT TO BEGIN BUSINESS 


Sec. 208. (a) That no National Agricultural Credit Corporation, ex- 
cept corporations with powers limited as provided in section 207 shall 
commence business until it has deposited with the Federal Reserve 
Bank of the district wherein it has its place of business, bonds or other 
obligations of the United States in an aggregate face amount at least 25 
per centum of its paid-in capital stock. Each such corporation shall 
at all times keep on deposit with such Federal Reserve Bank an 
amount of such bonds or other obligations of the United States at 
least equal in face value to 74; per centum of the aggregate indebt- 
edness of such corporation, direct or contingent, said amount to in- 
clude the 25 per centum deposited as herembefore by this section 
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provided. Except as hereinafter provided, such bonds or other obli- 
gations shall be held by such Federal Reserve Bank, subject to 
the direction and control of the Comptroller of the Currency, in 
trust for the equal and pro rata protection’and benefit of all hold- 
ers of notes, debentures, drafts, bills of exchange, or acceptances 
upon which such corporation may be directly or contingently liable. 
Upon receipt of proper evidence that the amount of such bonds or 
other obligations of the United States so deposited exceeds 74; per 
centum of such aggregate indebtedness, the Comptroller of the Cur- 
rency may release such excess, provided that the amount remaining 
on deposit shall in no event be reduced below 25 per centum of the 
paid-in capital stock of such corporation. Under such regulations as 
the Comptroller of the Currency may prescribe, a Federal Reserve 
Bank may, upon request of the corporation which deposited the same, 
sell any such bonds or obligations for account of such corporation 
and permit such corporation to use the proceeds thereof for the pro- 
tection or preservation of any property pledged or mortgaged as se- 
curity for obligations owned or indorsed by the corporation. If by 
reason of such sale the face amount of such bonds or other obliga- 
tions of the United States remaining on deposit with such Federal 
Reserve Bank shall be less than 7% per centum of such aggregate 
indebtedness of the corporation, no further advances shall be made, 
or notes, drafts, or bills of exchange discounted, rediscounted, ac- 
cepted, or purchased, by such corporation until sufficient additional 
bonds or other obligations of the United States have been deposited 
to make good the deficiency. (12 U.S. C., see. 1231.) 

(b) In determining whether to grant permission to do business to 
any National Agricultural Credit Corporation, the Comptroller of 
the Currency shall take into account the extent to which the laws 
of the State or States in which the corporation will do business afford 
adequate protection to advances made upon the security of warehouse 
receipts covering agricultural commodities or chattel mortgages upon 
livestock with respect to (1) bonding, licensing, and inspection of 
warehouses; (2) recordation of chattel mortgages or deeds of trust on 
livestock; (3) recordation of brands or other identifying marks on 
livestock; (4) reporting and recording of interstate shipments and 
slaughter of livestock; and (5) right of | mortgagee to release a portion 
of the mortgaged property without prejudie e to the prority of lien 
as against junior lienors or other creditors of the mortgagor. (12 
U.S. C., 866. 1232.) 


MISCELLANEOUS ADMINISTRATIVE PROVISIONS 


Sec. 209. (a) That all National Agricultural Credit Corporations 
shall be under the supervision of the Comptroller of the Currency, 
who shall be charged with the execution of all laws of the United 
States relating to the organization, regulation, and control of such 
corporations. The Comptroller of the Currency shall exercise the 
same general power of supervision over such corporations as he exer- 
cises over national banks organized under the laws of the United 
States. (12 U.S. C., see. 1241.) 

(b) * * * The Comptroller of the Currency is hereby authorized to 
employ such additional examiners, clerks, and other employees as he 
deems necessary to carry out the provisions of this title and to assign 
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to duty in the office of his bureau in Washington such examiners and 
assistant examiners as he shall deem necessary to assist in the per- 
formance of the work of that bureau (12 U.S. C., sec. 9). * * * The 
Comptroller of the Currency shall have power to levy semiannually 
upon the National Agricultural Credit Corporations operating under 
the provisions of this chapter, in proportion to their total assets, an 
assessment sufficient to pay the expenses of the administration of this 
chapter for the ensuing half year, together with any deficit carried 
forward from the preceding half year. Each such corporation shall 
pay the amount so assessed against it to the Treasurer of the United 
States subject to the order of the Comptroller of the Currency to be 
disbursed by the Comptroller in payment of expenses incurred in the 
administration of this chapter. (12 U.S. C., sec. 1242.)® 

(c) The Comptroller of the Currency shall have power to appoint 
and fix the compe nsation of examiners to examine National Agricul- 
tural Credit Corporations or to use national bank examiners for this 
purpose. All examiners appointed by him shall be subject to existing 
provisions of law relating to national bank examiners and to the 
provisions of the Federal “Reserve Act which prohibit national bank 
examiners from performing any service for compensation for any bank 
or officer and from dise Josing the names of borrowers or the collateral 
for loans without obtaining the written consent of the ( ‘omptroller of 
the Currency, and such provisions shall be held to apply to examiners 
appointed to examine corporations organized under the provisions of 
this chapter. (12 U.S. C., see. 1243.) 

(d) The expense of all of the examinations of National Agricul- 
tural Credit Corporations shall be assessed by the Comptroller of the 
Currency upon the corporations examined in proportion to assets or 
resources held by the corporations upon the dates of examination of 
the various corporations: Provided, That a minimum charge of $50 
shall be made for each such examination. (12 U.S. C., see. 1244.) 

(e) [Notrr.— Repe aled by Act of June 25, 1948 (62 Stat. 865).] 

(f) National Agricultural Credit Corporation shall be required to 
make reports to the Comptroller of the Currency at the time and 
in the manner required by sections 5211 and 5212 of the Revised 
Statutes, and shall be subject to the provisions, so far as the same 
may be held by said Comptroller to be applicable, of section 5213 of 
the Revised Statutes. (12 U.S. C., sec. 1246.) 

(zg) The Secretary of Agriculture may issue a license to any person, 
upon presentation to him of satisfactory evidence that such person 
is competent to inspect livestock as a basis for loans. The Secretary 
of Agriculture may suspend or revoke any license issued by him 
under this subdivision whenever, after opportunity for hearing has 
been given to the licensee, the Secretary shall determine that such 
licensee is incompetent, or has knowingly or carelessly made false or 
erroneous inspection reports with respect to any livestock, or has ac- 
cepted any money or other consideration, directly or indirectly, for 
any neglect or improper performance of duty, or has in any other 
manner shown himself to be unfit to act as a livestock inspector. 
Pending investigation the Secretary of Agriculture, whenever he deems 
it necessary, May suspend a license temporarily without a he varing. It 
shall be unlawful for any person other than a holder of a license duly 


6 For portions of this subsection not shown at this point, see section 5 of title I (p. 2 of this compara- 
tive print) and section 7 of title I (p. 3 of this comparative print). 
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issued under this subdivision, or any person whose license has been 
suspended or revoked under the terms of the subdivision, to represent 
that he is a Federally licensed livestock inspector, and any violation 
of this provision shall be punishable by a fine of not more than $1, a 
or by imprisonment for not more than one year, or both. (12 U.S 
sec. 1247.) 

(h) [Nore.—Repealed by Act of June 25, 1948 (62 Stat. 865).| 

(i) The Comptroller of the Currency shall allot to the Depart- 
ment of Agriculture from time to time such sums as may be esti- 
mated to be necessary for the administration of the functions vested 
in that Department by this chapter, and may ratably assess the same 
from —_ to time against National Agricultural Credit Corporations. 
(12 U.S. C., see. 1249.) 


BANKS MEMBERS OF THE FEDERAL RESERVE SYSTEM MAY BECOME 
STOCKHOLDERS 


Sec. 210. That any member bank of the Federal Reserve System 
may file application with the C ‘omptroller of the Currency for permis- 
sion to invest an amount not exceeding 1 in the aggregate 10 per centum 
of its paid-in capital stock and surplus in the stock of one or more of the 
National Agricultural Credit Corporations, and upon approval of such 
application may purchase such stock. The Comptroller of the Cur- 
rency shall have discretion to approve or reject such application in 
whole orin part. (12 U.S. C., see. 1251.) 


TAXATION 


Sec. 211. That taxation by a State of the shares in National Agricul- 
tural Credit Corporations, or of dividends derived therefrom, or of 
the income of said corporations, or real estate owned by them, shall 
be such only as is or may be authorized by law in the case of national 
banking associations; and taxation by a State of the debentures or 
other obligations of such corporations shall not be at a higher rate than 
the rate applicable to other moneyed capital in the hands of individual 
citizens thereof. (12 U.S. C., see. 1261.) 


DEPOSITS 


Sec. 212. That the moneys of National Agricultural Credit Corpora- 
tions may be kept on deposit subject to check in any member bank 
of the Federal Reserve System. (12 U.S. C., see. 1271.) 


CONVERSION OF CORPORATIONS 


Src. 213. (a) That any agricultural or livestock financing corpora- 
tion incorporated by special law of any State or organized under the 
general laws of any State and having an unimpaired capital sufficient 
to entitle it to become a National “Agricultural Credit Corporation 
may, by the vote of the shareholders owning not less than 51 per 
centum of the capital stock of such corporation, with the approval of 
the Comptroller of the Currency, be converted into a National Agri- 
cultural Credit Corporation under this title with any name approved 
by the Comptroller of the Currency: Provided, That the said conver- 
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sion shall not be in contravention of the State law. (12 U.S. C., 
sec. 1281.) 

(b) In such case the articles of association and organization cer- 
tificate may be executed by a majority of the directors of the cor- 
poration, and the certificate shall declare that the owners of 51 per 
centum of the capital stock have authorized the directors to make such 
certificate and to change or convert the corporation into a National 
Agricultural Credit Corporation. A majority of the directors, after 
executing the articles of association and the organization certificate, 
shall have power to execute all other papers and to do whatever may 
be required to make its organization perfect and complete as a National 
Agricultural Credit Corporation. The shares of any such corporation 
may continue to be for the same amount each as they were before the 
conversion, and the directors may continue to be directors of the 
corporation until others are elected or appointed. (12 U.S. C., see. 
1282.) 

(ce) When the Comptroller of the Currency has given to such 
corporation a certificate that the provisions of this title have been 
complied with, such corporation, and all its stockholders, owners, and 
employees, shall have the same powers and privileges and shall be sub- 
ject to the same duties, liabilities, and regulations, in all respects, as 
shall have been prescribed by this title for corporations or iginally 
organized as National Agricultural Credit Corporations. (12 U.S. C., 
sec. 1283.) 

CONSOLIDATION OF CORPORATIONS 


Sec. 214. (a) That any two or more National Agricultural Credit 
Corporations, with the approval of the Comptroller of the Currency, 
may consolidate into one corporation under the charter of either or 
any of the existing corporations on such terms and conditions as may 
be lawfully agreed upon by a majority of the board of directors of eac h 
corporation proposing to consolidate, such agreement to be ratified and 
confirmed by the affirmative vote of the shareholders of each of such 
corporations owning at least two-thirds of its capital stock outstand- 
ing, at a meeting to be held on the call of the directors after publishing 
notice of the time, place, and object of the meeting for four consecutive 
weeks in some newspaper published in the place where the said corpora- 
tion is located, and if no newspaper is published in the place then in a 
paper published nearest thereto, and after sending such notice to each 
shareholder of record by registered mail at least ten days prior to said 
meeting: Provided, That the capital stock of such consolidated corpo- 
ration shall not be less than $250,000 paid in if the corporations con- 
solidated are organized to exercise the powers covered by section 203, 
or less than $1,000,000 paid in if the ee consolidated are 
those organized under section 207. (12 U.S. C., sec. 1291.) 

(b) When such consolidation shall have been effected and ap- 
proved by the Comptroller of the Currency any shareholder of either 
of the corporations so consolidated who has not voted for such consoli- 
dation may give notice to the board of directors of the corporation in 
which he is interested, within twenty days from the date of the certifi- 
cate of approval of the Comptroller of the Currency, that he dissents 
from the plan of consolidation as adopted and approved, whereupon 
he shall be entitled to receive the value of the shares so held by him, to 
be ascertained by an appraisal made by a committee of three persons, 
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one to be selected by the shareholder, one by the directors, and the 
third by the two so loam and in case the value so affixed shall not be 
satisfactory to the shareholder, he may within five days after being 
notified of the appraisal appeal to the Comptroller of the Currency, 
who shall cause a reappraisal to be made, which shall be final and 
binding; and if said reappraisal shall exceed the value affixed by said 
committee, the corporation shall pay the expense of the reappraisal, 
otherwise the appellant shall pay said expense; and the value so 
ascertained and determined shall be deemed to be a debt due and be 
forthwith paid to said shareholder by said corporation, and the shares 
so paid shall be surrendered and after due notice sold at public auction 
within thirty days after the final appraisement provided for by this 
title. (12 U.S. C., sec. 1292.) 

(c) Where corporations consolidate under the provisions of this 
title all of the rights, franchises, and interest of said corporations 
shall be consolidated in and to every species of property, personal 
and mixed, and choses in action thereto belonging, and shall be 
deemed to be transferred to and vested in the corporation into which 
it is consolidated without any deed or other transfer, and the said 
consolidated corporation shall hold and enjoy the same and all rights 
of property, franchises, and interest, in the same manner and to the 
same extent as they were held and enjoyed by the corporations so 
consolidated therewith. (12 U.S. C., see. 1293.) 


INSOLVENCY, RECEIVERSHIP, AND LIQUIDATION 


Sec. 215. (a) That whenever any National Agricultural Credit Cor- 
poration shall be dissolved and its rights, privileges, and franchises 
declared forfeited as prescribed in the preceding section, or whenever 
any creditor of any such corporation shall have obtained a judgment 
against it in any court of record and made application accompanied 
by a certificate from the clerk of the court, stating that such judgment 
has been rendered and has remained unpaid for the space of thirty days 
or whenever the Comptroller of the Currency shall become satisfied of 
the insolvency of such corporation, he may, after due examination of its 
affairs in either case, appoint a receiver who shall proceed to wind up 
the affairs of such corporation. The receiver so appointed shall exer- 
cise the powers and be subject to the restrictions of receivers of national 
banks; and the Comptroller of the Currency shall have the same 
powers and duties in connection with the administration of such 
receivership as he has in reference to the receivership of national 
banks. (12 U.S. C., see. 1301.) 

(b) Shareholders’ agents for shareholders of National Agricul- 
tural Credit Corporations may be appointed in the manner pre- 
scribed by section 3 of the Act of June 30, 1876, as amended, and shall 
have the same general powers and duties and be subject to the same 
restrictions as shareholders’ agents of a national bank. (12 U.S. C., 
sec. 1302.) 

(c) Any National Agricultural Credit Corporation may go into 
liquidation and be closed by the vote of its shareholders owning 
two-thirds of its stock. Whenever a vote is taken to go into liquidation 
it shall be the duty of the board of directors to cause notice of this 
fact to be certified under the seal of the corporation by its president 
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or cashier to the Comptroller of the Currency and publication there- 
of to be made for a period of two months in a newspaper published 
in the city or town in which the corporation is located, or if no news- 
paper is there published, in the newspaper published nearest thereto, 
that the corporation is closing up its affairs and notifying the creditors 
to present their claims against the corporation for payment. All 
such claims shall be presented to and approved by a liquidating 
agent to be appointed by the board of directors of such corporation, 
with the approval of the Comptroller of the Currency, and the affairs 
of such corporation shall be liquidated by such agent and under the 
supervision of the Comptroller of the Currency. (12 U.S. C., see. 
1303.) 
PENALTY PROVISIONS 


Sec. 216. [Nore.—Repealed by the Act of June 25, 1948 (62 Stat. 
865).] 
RESERVATION OF RIGHT TO AMEND 


Sec. 217. That the right to amend, alter, or repeal the provisions of 
this title is hereby expressly reserved. (12 U. 5S. C., sec. 1322. 


Act of July 19, 1932 (ch. 508, 47 Stat. 703; 12 U.S. C., see. 40) 


AN ACT To extend the provisions of the National Bank Act to the Virgin Islands 
of the United States, and for other purposes. 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That the National Bank Act, 
as amended, and all other Acts of C ongress relating to national banks, 
shall, insofar as not locally inapplic: able hereafter, apply to the Virgin 
Islands of the United States. 


Sections 201, 202, 302, 303, and 502 of the Act of March 9, 1933 
(ch. 1, 48 Stat. 1: 12 U.S. C., sees. 201, 202, 51b, 51e, and 212) 


Src. a This title may be cited as the “Bank Conservation Act”’ 
(12 U.S. C., see. 201). 

Src. 202. As used in this title, the term “bank” means (1) any 
national banking association, and (2) any bank or trust company 
located in the District of Columbia and operating under the super- 
vision of the Comptroller of the Currency; and the term ‘“State’’ 
means any State, Territory, or possession of the United States, and 
the Canal Zone. (12 U.S. C., see. 202.) 

Suc. 302. (a) Notwithstanding any other provision of law whether 
relating to restriction upon the payment of dividends upon capital 
stock or otherwise, the holders of such preferred stock shall be entitled 
to receive such cumulative dividends at a rate not exceeding 6 per 
centum per annum and shall have such voting and conversion rights 
and such control of management, and such stock shall be subject to 
retirement in such manner and upon such conditions, as may be pro- 
vided in the articles of association with the approval of the Comp- 
troller of the Currency. The holders of such preferred stock shall not 
be held individually responsible as such holders for any debts, con- 
tracts, or engagements of such association, and shall not be liable for 
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assessments to restore impairments in the capital of such association 
as now provided by law with reference to holders of common stock. 

(b) No dividends shall be declared or paid.on common stock until 
the cumulative dividends on the preferred stock shall have been paid 
in full; and, if the association is placed in voluntary liquidation or a 
conservator or a receiver is appointed therefor, no payments shall be 
made to the holders of the common stock until the holders of the 
preferred stock shall have been paid in full the par value of such stock 
plus all accumulated dividends. (12 U.S. C., see. 51b.) 

Sec. 303. The term ‘‘common stock’ as;used in this title means 
stock of national banking associations other than preferred stock 
issued under the provisions of this title. The term “capital” as used 
in provisions of law relating to the capital of national banking asso- 
ciations shall mean the amount of unimpaired common stock plus the 
amount of preferred stock outstanding and unimpaired; and the term 
“capital stock,” as used in section 12 of the Act of March 14, 1900, 
shall mean only the amount of common stock outstanding. (12 
U.S. C., sec. 5lc.) 

See. 502. The right to alter, amend, or repeal this Act is hereby 
expressl} reserved. If any provision of this Act, or the application 
thereof to any person or circumstances, is held invalid, the remainder 
of the Act, and the application of sue ‘h provision to other persons or 
circumstances, shall not be affected thereby. (12 U.S. C., sec. 212.) 


First Section and Section 2 of the Act of June 13, 1933 (ch. 62, 
48 Stat. 127: 12 U.S. C., sees. 121a and 122a) 


That whenever any national-bank notes, Federal Reserve bank 
notes, or Federal Reserve notes are presented to the Treasurer of 
the United States for redemption and such notes cannot be identified 
as to the bank of issue or the bank through which issued, the Treasurer 
of the United States may redeem such notes under such rules and 
regulations as the Secretary of the Treasury may prescribe, and the 
notes so redeemed shall be forwarded’ to the Comptroller of the 
Currency for cancellation and destruction. (12 U.S. C., see. 121a.) 

Sec. 2. National-bank notes and Federal Reserve bank notes re- 
deemed by the Treasurer of the United States under this Act shall 
be charged against the balance of deposits for the retirement of 
national-bank notes and Federal Reserve bank notes under the provi- 
sions of section 6 of the Act entitled “An Act directing the purchase 
of silver bullion and the issue of Treasury notes thereon, and for other 
purposes,” approved July 14, 1890 (U.S. C., title 12, sec. 122), and 
section 18 of the Federal Reserve Act (U.S. C., title 12, sec. 445); and 
charges for Federal Rese 7 notes denied by the Treasurer of the 
United States under this Act shall be apportioned among the twelve 
Federal Reserve banks in proportion to the amount of Federal Reserve 
notes of each Federal Reserve bank in circulation on the 3lst day o1 
December of the vear preceding the date of redemption, and the 
amount so apportioned to each bank shall be charged by the Treasurer 
of the United States against deposit in the gold-redemption fund made 
by such bank or its Federal Reserve agent. (12 U.S. C., see. 122a.) 
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Section 22 of the Act of June 16, 1933 (ch. 89, 48 Stat. 189; 12 U.S.C., 
sec. 64a) 


Sec. 22. The additional liability imposed upon shareholders in 
national banking associations by the provisions of section 5151 of the 
Revised Statutes, as amended, and section 23 of the Federal Reserve 
Act, as amended (U. S. C., title 12, secs. 63 and 64), shall not apply 
with respect to shares in any such association issued after the date 
of the enactment of this Act. Such additional liability shall cease on 
July 1, 1937, with respect to all shares issued by any association which 
shall be transacting the business of banking on July 1, 1937: Provided, 
That not less than six months prior to such date, such association 
shall have caused notice of such prospective termination of liability 
to be published in a newspaper published in the city, town, or county 
in which such association is located, and if no newspaper is published 
in such city, town, or county, then in a newspaper of general circula- 
tion therein. If the association fail to give such notice as and when 
above provided, a termination of such additional liability may there- 
after be accomplished as of the date six months subsequent to pub- 
lication, in the manner above provided. In the case of each association 
which has not caused notice of such prospective termination of liability 
to be published prior to May 18,1953, the Comptroller of the Currency 
shall cause such notice to be published in the manner provided in this 
section, and on the date six months subsequent to such publication by 
the Comptroller of the Currency such additional liability shall cease. 


Act of October 10, 1940 (ch. 841, 54 Stat. 1093; 12 U.S. C., see. 177a) 


AN ACT To simplify the accounts of the Treasurer of the United States, and for 
other purposes 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That after the reimbursement 
to the Treasury from funds derived from assessments made pursuant 
to section 8 of the Act of July 12, 1882, 22 Stat. 164, as amended 
(U.S. C., title 12, see. 177), of all costs lawfully charged thereto for 
the fiscal year ending June 30, 1941, the balance of such funds shall 
be covered into the Treasury as miscellaneous receipts; and thereafter 
the cost of transporting and redeeming such outstanding national bank 
notes and Federal Reserve bank notes as may be presented to the 
Treasurer of the United States for redemption shall be paid from the 
regular annual appropriations for the Treasury Department. 


Section 1 of the Act of August 17, 1950 (ch. 729, 64 Stat. 455; 12 
U.S. C., sec. 214) 


DEFINITIONS 


SECTION 1. (a) As used in sections 1-4 and 8 of this Act (12 U.S. C., 
secs. 214—214c, 321) the term “State bank” means any bank, banking 
association, trust company, savings bank (other than a mutual savings 
bank), or other banking institution which is engaged in the business 
of receiving deposits and which is incorporated under the laws of any 
State, any Territory of the United States, Puerto Rico, or the Virgin 
Islands, or which is operating under the Code of Law for the District 
of Columbia (except a national banking association). 
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(b) For purposes of merger or consolidation under sections 1—4 and 
8 of this Act (12 U.S. C., sees. 214—-214e, 321) the term “national bank- 
ing association”? means one or more national banking associations, and 
the term “State bank” means one or more State banks. 


First section of the Act of July 14, 1952 (ch. 722, 66 Stat. 599; 12 
U.S. C., see. 34e) 7 


That the Act entitled “An Act to provide for the consolidation of 
national banking associations’, approved November 7, 1918, as 
amended (U.S. C., title 12, sees. 33, 34, and 34a), is hereby amended 
by adding at the end thereof new sections 4 and 5 to read as fol- 
owe: * “9 

“Sec. 5. As used in this Act the term— 

“(1) ‘State bank’ means any bank, banking association, trust 
company, savings bank (other than a mutual savings bank), or 
other banking institution which is engaged in the business of 
receiving deposits and which is incorporated under the laws of any 
State, or which is operating under the Code of Law for the Dis- 
trict of Columbia (except a national banking association located in 
the District of Columbia) ; 

““(2) ‘State’ means the several States, the several Territories, 
Puerto Rico, the Virgin Islands, and the District of Columbia; 

(3) ‘Comptroller’ means the Comptroller of the Currency; and 

(4) ‘Receiving association’ means the national banking asso- 
ciation into which one or more national banking associations or 
one or more State banks, located within the same State, merge.” 


Section 2 of the Act of August 1, 1956 (ch.852, 70 Stat. 908; 12 U.S.C., 
sec. 41) 

Sec. 2. The National Bank Act, all other Acts of Congress relat- 
ing to national banks, shall, insofar as not locally inapplicable here- 
after, apply to Guam. 

F The Act of July 14, 1952, added new sections 4 and 5 to the Act of November 7, 1918. Only section 5 of 


the 1918 Act, as added by the 1952 Act, is shown at this point; for section 4 of the 1918 Act see section 55 of 
title I (p. 45 of this comparative print). 
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